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The  Director  voiced  his  concern  over  the  fact  that  doctors,  under 
this  new  bill,  would  be  able  to  withdraw  from  Blue  Cross/Blue 
Shield  in  90  days  time,  leaving  patients  with  the  problem  of 
changing  to  a  doctor  in  the  plan  or  paying  the  prices,  which 
could  be  high,  or  staying  with  their  present  physician. 

He  advised  that  when  the  bill  was  released,  he  and  Margaret 
O^Connor,  his  assistant,  went  to  Rep.  Voke  and  questioned  the 
language'.  It  was  not  removed,  the  90-day  escape  clause  remainr, 
and  he  advised  he  is  not  comfortable  with  this. 

„pr  -Treas  *  Carpenter  asked  Sec.  Johnson  --  since  this  is  g 
^lexrei"'u.?apSrh.p.  the  Vice presidents ^onld  ^a-  a  sPecl;;3 
meeting  to  get  information  on  the  bill  —  would  it  he  yitnin  t  . 
time  frame  of  the  Governor's  office.  Johnson  replied  'no  since 
tne  bill?  at  this  moment,  is  on  the  floor  of  the  House. 

Pres  Osborn  stated  he  relies  on  his  Legislative  Department,  <n 
information  he  receives  and  on  V.P.  Mills  to  remain  updated  on 
this  bill.  He  advised  he  feels  health  care  for  all  is  a  good 
concept-  however  items  to  be  considered  are:  Cost  of  the  b.il  , 
Retail  Balanced  Billing,  Hold  H.«leB-  iBBje  -uet  be  f^^/e 
Part  Time  employee  issue  must  be  addressed.  (The  Part  Lire 
employees^  issue  "involves  the  possibility  of  employers  hiring  t; o 
nTrt-time  people  for  one  job  to  avoid  having  to  cover  the 
employees  w/th health  coverage).  The  President  advised  that  all 
these  things  must  be  weighed  carefully. 

Exec.  V.P.  Evers  spoke  for  the  Building  Trades  in  saying  that  he 
T*  in  favor  of  the  concept  of  health  coverage  for  all,  but  .if 
Glanced"  Billing  is  repealed  as  part  of  this  bill,  the  Building 
Trades  will  not  support  the  package. 

V  P  Mills  advised  she  feels  that  Labor  has  not  taken  a  position 
pubiiciy  on  the  bill  and  that  we  should  come  out  in  favor  of  the 
good  parts  of  the  bill. 

V.P.  Kerr  suggested  giving  the  Legislative  Director  th*  task  of 
getting  the  bill  amended  to  the  satisfaction  of  the  Com-  <- '  • 

Dir.  Foley  answered  that  three  of  our  concerns  he  foHr  rr n  be 
addressed,  but  the  concern  relating  to  the  cost  of  the  b,  .1  1  i- 
very  complicated. 

Motion  made  by  V.P.  Mills.  MMS  to  advise  the-  Gove r nor •  s  ftMj ce 
that  we  are  opposed  to  the  Health  Care^-'-f  ">  ltB  £^'  £ 

f„__ jf  the  areas  we  are  concerned  about  can  oe  coj.rti.u-  , 

will  then  be  in  favor  of  this  legislation,  the  areas  berng  as 
stateo  abovt  --  Retain  Balanced  Billing,  Hold  Harmless  rss  e 
Idaressed  along  with  the  issues  of  Part-time  employees  and  .  he 
cost  of  the  bill.  So  voted.  ' 


AGENDA 

MASSACHUSETTS  AFL/CIO 

EXECUTIVE  COUNCIL  MEETING 

OCTOBER  5,  1987 

PARK  PLAZA  HOTEL  -  ARLINGTON  ROOM 


PRESIDENT'S  REPORT 

SECRETARY-TREASURER'S  REPORT 

DEPARTMENT  REPORTS  -  COPE  &  LEGISLATION  -  EDUCATION 


COMMUNICATIONS: 

From  Evelyn  F.  Murphy,  Lt.  Governor,  enclosing  a  schedule  of  hearings  across  the  state 

Copy  of  letter  sent  from  Northampton  Labor  Council  officers  to  President  Lane  Kirkland  re:  proposed 
merger  of  Northampton  Labor  Council  with  Pioneer  Valley  Labor  Council. 

From  AFL/CIO  Laundry    &  Dry  Cleaning  Int.  Union  Local  66  re:  the  status  of  their  recent  negotiations. 

From  Linda  Kaboolian,  Exec.  Dir.,  Harvard  Trade  Union  Program,  re:  upcoming  program. 

From  Sec.  of  Labor  Paul  Eustace  thanking  Pres.  Osborn  for  support  of  the  Health  Care  bill. 

From  Kenneth  Flanagan,  Bus.  Mgr.  IBEW  Local  1228,  thanking  Pres.  Osborn  for  supporting  his  union  in 
recent  labor  dispute. 

From  AFL/CIO  President  Lane  Kirkland  enclosing  copy  of  new  report  issued  by  the  National  Governor's 
Association  entitled  "Jobs,  Growth  and  Competitiveness." 

Copy  of  letter  from  Joseph  Nigro,  Sec.-Treas.  &  Gen.  Agent,  Boston  Building  Trades  Council,  to  President 
of  Blue  Cross/Blue  Shield  re:   that  organizations  tactics  against  unions. 

From  Celia  Wcislo,  Pres.,  SEIU  Local  285,  to  Pres.  of  Blue  Cross/Blue  Shield  re:  their  hostility  towards 
unions. 

From  Tess  Ewing,  Mass.  Labor  Committee  in  Support  of  Democracy,  Human  Rights  and  Non-intervention 
in  Central  America  to  Pres  Osborn  inviting  him  to  a  forum  on  October  7th. 

From  Lucy  Festa,  Delegate,  Local  26,  Hotel  Restaurant  Workers  Union,  to  Pres.  Osborn  formally  protesting 
actions  taken  by  that  local's  president  at  union  meeting  of  September  13,  1987. 

From  Daniel  Phillips,  Pres.,  Family  Service  of  Greater  Boston  thanking  Pres.  Osborn  and  Council  for 
annual  donation. 

From  Samuel  Leiken,  Mass.  Product  Development  Corp.,  to  Pres.  Osborn  thanking  him  and  Exec.  V.P.  Faherty 
for  letter  presenting  his  organization  to  the  industrial  unions. 

From  Bill  Hauenstein,  United  Way  of  America,  thanking  Pres.  Osborn  for  his  support  and  enclosing  field 
trip  report. 

From  "Sound  of  Erin"  to  Pres.  Osborn  enclosing  a  cassette. 

From  Harvard  University,  Center  for  European  Studies  enclosing  a  brochure  of  courses  off  erred. 

From  James  Mahoney,  OPEIU-6   Business  Manager,  thanking  Pres.  Osborn  for  attending  their  Educational 
Conference. 

From  Robert  Harbrant,  Pres.  Food  6c  Allied  Service  Trades,  AFL/CIO,  thanking  Pres.  Osborn  for  his 
efforts  and  leadership. 

From  Tom  Kahn,  Dir.,  Dept.  of  International  Affairs,  re:  conference  on  International  Affairs  scheduled 
for  October  23.  • 

From  Vanessa  Householder,  scheduler  for  Sen.  Kerry,  relating  his  regrets  at  not  being  able  to  attend 
the  Mass.  AFL/CIO  convention. 

From  John  Coughlin,  Director,  Labor  Affairs,  Blue  Cross/Blue  Shield,  thanking  Pres.  Osborn  for  attending 
a  Labor  Seminar  in  connection  with  the  Governors  Health  Care  legislation. 

From  Ronald  Alman,  Director,  ILGWU  New  England  Region,  inviting  Sec.-Treas.  Carpenter  to  attend  the 
ILGWU  caucus  dinner  on  October  7th. 


COMMUNICATIONS  (CONTD.) 

From  Spaulding  Associates  President  H.  Edward  Spaulding  to  Sec.-Treas.  Carpenter  re:  the  Mass.  AFL/CIO 
Pension  Plan. 

Notice  of  vacancy  in  the  Executive  Office  of  Labor  for  an  Associate  Planner. 

From  UFCW  International  President  William  Wynn  re:  situation  with  workers  at  the  John  Morrell  packing 
company  in  Iowa  and  So.  Dakota. 

From  James  N.  Ellenberger,  Asst.  Director,  Dept.  of  Occupational  Safety,  Health  and  Social  Security, 
AFL/CIO,  re  a  one-week  program  at  the  Labor  Studies  Center  on  Unemployment  Insurance  and  Workers 
Compensation. 

From  Barry  S.  Levy,  M.D.,  Director  and  Professor,  Occupation  Health  Program,  University  of  Mass.  Medical 
Center,  to  Pres.  Osborn  advising  him  of  his  upcoming  sabbatical  in  Kenya  and  thanking  him  for  help. 


opeiu-6 
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MINUTES  * 

EXECUTIVE  OFFICERS  MEETING 
SEPTEMBER  3,  1987 

PRESENT:   Pres.  Osborn,  Sec.-Treas.  Carpenter,  Exec.  Vice  Presidents  Lydon, 
Evers  and  Faherty 

MMS  to  buy  two  tickets  to  North  Shore  Children's  Friends  &  Family  Services  dinner 
hororing  Derek  Sanderson.   Passed  unanimously. 

MMS  to  buy  5  tickets  to  Bill  Foley  Testimonial.   Passed  unanimously. 

MMS  to  buy  3  tickets  to  Martin  Luther  King  Dinner  and  make  them  available  to  any 
member  who  wants  them.   Passed  unanimously. 

MMS  to  send  letter  to  Maurice  Donahue  Portrait  Committee  explaining  we  are  unable 
to  contribute.   Passed  unanimously. 

MMS  to  purchase  1/4  page  ad  in  S.M.U.  Ad  Book.   Passed  unanimously. 

MMS  to  pay  our  dues  as  in  the  past  to  U.S.O.   Passed  unanimously. 

MMS  to  join  Mass.  Coalition  for  the  Homeless  and  pay  the  dues.   Passed  unanimously. 

MMS  to  buy  an  ad  in  the  Southie  News  at  the  same  rate  as  last  year.   Passed  unanimously. 

MMS  to  send  President  to  New  Hampshire  AFL/CIO  State  Convention.   Passed  unanimously. 

MMS  to  donate  as  in  the  past  to  Rosie's  Place.   Passed  unanimously. 

MMS  to  buy  1/2  page  in  the  Senior  Support  Book.   Passed  unanimously. 

MMS  because  of  time  factor  to  file  Bread  and  Roses  Heritage  Festival  request  for  donation. 
Passed  unanimously. 

SEPTEMBER  22,  1987 

PRESENT:       Pres.  Osborn,  Sec.-Treas.  Carpenter,  Exec.  Vice  President  Faherty 

MMS  to  buy  same  size  ad  in  Carmen's  book  as  they  took  in  ours.   So  voted 

MMS  to  file  Chick  Donahue  request.   So  voted 

MMS  to  file  Leon  Lynch,  National  Urban  League,  request.   So  voted. 

MMS  to  donate  $20  to  Amvets.   So  voted. 
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MASSACHUSETTS  AFL/CIO 
FINANCIAL  REPORT 
SEPTEMBER  1987 


BEFITS  CREDITS 


GENERAL  FUND: 

ON  HAND  9/1/87  $42, 890. 69 

RECEIPTS  -  SEPTEMBER  82,990.37 

TRANSFERRED  46,749.00 

TOTAL 172,630.06 

EXPENDITURES  -  GENERAL  $89,238.71 

-  PAYROLL  25,416.32 

TOTAL 114,655.03 

BALANCE.  9/30/87  $5^,975.  03 


PER-CAPITA  RECEIVED  ON  ---  233,733  MEMBERS 

SUMMARY  OF  EXPENDITURES: 

1.  OFFICERS  EXPENSES  348.95 

2.  DIRECTORS  EXPENSES  990.30 

3.  EXECUTIVE  BOARD  EXPENSES  1,078.70 

4.  TICKETS  605.00 

5.  DONATIONS  250.00 

6.  NE  TELEPHONE  916.14 

7.  OFFICE  EXPENSES                     *  56.45 

8.  OFFICE  SUPPLIES  624.44 

9.  BOSTON  EDISON  183.76 

10.  PRINTING  138.18 

11.  POSTAGE  &  MAIL  2,000.00 

12.  P.R.  EXPENSES  400.00 

13.  AUTO  EXPENSES  1,153.05 

14.  CONFERENCES  &  CONVENTIONS  758.00 

15.  BLUE  CROSS-BLUE  SHIELD  4,665.00 

16.  RENT                •  2,200.00 

17.  1987  convention  7,100.67 

18.  OFFICE  EQUIPMENT  1,123.60 

19.  TRANSFER  2C  PC  DUE  TO  COPE  46,749.00 

20.  ANNUAL  AUDIT  :  2,700.00 
21  PREPARATION  OF  BUDGET  &  TAX  FORMS  1,018.00 

22.  PAYROLL  EXPENSES  115.70 

23.  FRONTLASH  -  50%  OF  SALARY  836.01 

24.  PENSION  FUND  CONSULTANT  1,045.00 

25.  PARADE  -  (RUSS  CAMPBELL)  27.78 

26.  MEETINGS      _  331.25 

27.  DELTA  DENTAL  (3-MONTHS)  1,040.22 

28.  MESSENGER  SERVICE  47.90 

29.  PICKET  SIGNS  -  (NABET)  150.00 

30.  PETTY  CASH  200.00 

31.  AFL/CIO  CREDIT  UNION  (2-MONTHS)  6,295.03 

32.  UNION  DUES  (6  MONTHS)  963.50 

33.  STAFF  EXPENSES  74.70 

34.  FLOWERS  &  FRUIT  82.75 

35.  DISABILITY  INSURANCE  590.55 

36.  BILL  BOARD  RENTAL  1,083.00 

37.  books  1)02.38 

38.  SUBSCRIPTIONS  100.00 

39.  M.  FOLEY  HEALTH  INSURANCE  (3-MONTHS)  1,093.70 


$  89,238.71 


ASSETS: 

BOSTON  SAFE  DEPOSIT  —  $57,806.56 

STATE  OF  ISRAEL  BOND  —  1,000.00 

DEPT  OF  LABOR        ~  400.00 

PETTY  CASH           —  100.00 


$59,306.56 


M 


VOTER  REGISTRATION: 
ON  HAND  9/1/87 
RECEIPTS  FOR  SEPTEMBER 

EXPENDITURES 

BALANCE  9/30/87 

SUMMARY  OF  EXPENDITURES: 

1.  VOTER  TAPES 

2.  NEW  PRINTER  FOR  COMPUTER 

3.  DONATIONS 

4.  R.  ROGERS  -  STAFF  EXPENSES 

5.  DATA  PROCESSING 

6.  INTERNAL  REVENUE  SERVICE  -  POL  1120 


CREDITS 

DEBITS 

$8,002.64 

48,309.00 

56,311.64 

$2 

,645.57 

$53,666.07 

773.70 
945.00 
500.00 
146.90 
13.97 
266.00 

WZ 

,645.57 

PENSION  PLAN: 

on  HAND  9/30/87  $  2,402.29 
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We  want  to  watch  our 
NFL  Players  Association 
members  play  football, 
not  walk  picket  lines. 


But  they  can't  play  without  a  contract.  All 
union  members  understand  that.  And  that's  why  we 
are  supporting  them. 

Some  of  our  NFLPA  brothers  make  good  money. 
But  all  1,600  of  them  live  with  the  fact  that  their  average 
career  length  is  only  3V2  years,  and  their  careers  could 
end  with  their  next  block  or  tackle. 

The  owners'  gross  revenue  has  risen  100  percent  since 
1982.  All  the  NFLPA  is  asking  for  is  a  fair  agreement.  Clubs  have 
withheld  $18  million  in  pension  money  that  the  players  won  in 
1982.  And  the  NFL  owners  are  proposing  cutbacks  in  compensation 
totalling  $90  million  in  the  next  three  years. 

Our  brothers  and  sisters  across  the  country  have  a  message  for  the 
owners:  we  want  football  back,  but  we  can't  have  it  unless  you  compromise.  Enthusiastic 
community  support  for  NFL  teams  is  based  on  trust — and  you're  throwing  it  away. 

The  AFI^CIO  backs  the  players  100  percent. 


Lane  Kirkland 

President 


if. 


C-X/UL**^ 


Lynn  R.  Williams 

President,  United  Steelworkers  of  America 
Chairman,  AFL-CIO  Strategic  Approaches  Committee 


Thomas  R.  Donahue 

Secretary -Treasurer 


William  W.  Winpisinger 

John  J.  Sweeney 

William  H.  Wynn 

Gerald  W.  McEntee 

International  Association 

Service  Employees 

United  Food  and 

American  Federation 

of  Machinists 

International  Union 

Commercial  Workers 

of  State,  County  and 

International  Union 

Municipal  Employees 

<0^§ 


massachUsetts/afl-cio 

Voice  of  Organized  Labor  400,000  Strong 


October  2,  1987 


PRESIDENT 

ARTHUR  R.  OSBORN 


EXECUTIVE  VICE  PRESIDENTS 

JOSEPH  M.  LYDON 
THOMAS  G.  EVERS 
JOSEPH  C.  FAHERTY 


SECRETARY  -  TREASURER 

GEORGE  E.  CARPENTER,  JR. 

VICE  PRESIDENTS 

RONALD  M.  ALMAN 
DANIEL  A.  BEAUREGARD 
DOMENIC  BOZZOTTO 
EDWARD  F.  BURKE,  JR. 
FRANK  CECCARONI 
LINDA  R.  CHIGAS 
EDWARD  W.  CLARK,  JR. 
EDWARD  W.  COLLINS,  JR. 
JOHN  P.  CONLEY 
CHARLES  DeROSA 
PAUL  L.  DEVLIN 
CAROL  A.  DREW 
JAMES  FARMER 
BRUCE  FERIN 
GIL  FERREIRA 
WILLIAM  J.  FOLEY 
WILLIAM  F.  IRVIN 
JOSEPH  W.  JOYCE 
JULIA  KAMEL 
THOMAS  P.  KERR 
DONALD  J.  LEAHY 
DICK  LeBLANC 
DAVID  LIMA 
KEVIN  MAHAR 
MARY  ANN  MANGO 
PATRICK  J.  MELE 
NANCY  MILLS 
A.  MICHAEL  MULLANE 
JAMES  NESTOR 
GEORGE  J.  O'BRIEN 
RICHARD  F.  PICCUITO 
RICHARD  E.  POST 
TONY  ROMANO 
JOHN  F.  SIMMONS 
CHARLES  E.  THOMPSON 
BARNEY  WALSH 


TO:     MEMBERS  OF  THE  EXECUTIVE  COUNCIL 


The  next  meeting  of  the  Executive  Council  will 
take  place: 

Thursday,  November  19,  1987 

Park  Plaza  Hotel 

Arlington  Room  -  Meeting  at  10:00  A.M. 

Luncheon  approximately  Noon 

Please  make  every  effort  to  attend. 

Fraternally, 


George  E.  Carpenter,  Jr. 
Secretary-Treasurer 
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MASSACHUSETTS  /  AFL-CIO 

8  Beacon  Street,  Boston,  MA  02108 
Telephone:  (617)  227-8260 


c 


7 


333 


jJJ^> 


'3tyy 


3J 


0 


7t 


#2£ 


) 


4  495 


^W^^  (^£^<v  &A^<^^ 


/ 


*/S£> 


I 


<,?.£> 


^»- 


•/&> 


^ 


J>* 


*2S& 


y^& 


WHAT'S  HAPPENING  TO  OUR  JOBS— AND  WHY? 
A  Labor  Forum  on  PLANT  CLOSINGS,  CONCESSIONS,  AND  U.S. 

FOREIGN  POLICY 

Dear  Delegates, 

We  would  like  to  invite  you  to  a  LABOR  FORUM  on  Wed. ,  October  7 ,  at  the  Park  Plaza  Hotel 

"Until  we  get  real  wage  levels  down  much  closer  to  those  of 
the  Brazils  and  the  Koreas,  we  cannot  pass  along  productivity 
gains  to  wages  and  still  be  competitive."  Stanley  Mi  he  lick, 

Executive  V.P. ,  Goodyear  Co. 

New  York  Times.  6/4/87 


•  WHY  ARE  OUR  JOBS  GOING  OVERSEA 


S? 


•  WHAT  CAN  WE  DO  TO  PROTECT  OUR  JOBS? 

•  WHY  ARE  APARTHEID  IN  SOUTH  AFRICA  AND  THE  CONTRAS  IN  NICARAGUA  A  THREAT  TO  US? 

•  WHY  IS  U.S.  FOREIGN  POLICY  A  LABOR  ISSUE? 

The  U.S.  Labor  Movement  is  facing  a  crisis  of  lost  jobs  and  concessionary  contracts.  From 
CENTRAL  AMERICA  to  SOUTHERN  AFRICA,  the  Reagan  Administration  promotes  the  export  of  our 
jobs  by  arming  and  supporting  anti-union  regimes  and  forces.  In  the  last  7  years,  millions  of  U.S. 
jobs  have  been  lost  as  U.S.  businesses  move  to  "union  free  environments"  in  third  world  dictator- 
ships. Millions  of  other  U.S.  workers  have  seen  their  bargaining  power  undercut  by  competition 
from  workers  who  earn  $4  per  day  and  who  risk  being  shot  if  they  organize  for  higher  pay. 

To  learn  more  about  this  crisis  and  what  we  can  do  about  It,  come  to  the  forum  and  hear. 
•  Cleveland  Robinson,  Secretary-Treasurer,  District  65  UAW;  and  Vice 
President,  National  Coalition  of  Black  Trade  Unionists. 

•  Dave  Dyson,  Union  Label  Director,  ACT  WU;  and  staff  person  for  the  National 
Labor  Committee  in  Support  of  Democracy  and  Human  Rights  in  El  Salvador. 

•  Celia  WcislO,  President,  SEIU  Local  285. 

The  forum  will  be  chaired  by 

•  Ed  Clark,  International  V.P. ,ACTWU. 

DESSERT  COFFEE  CASH  BAR 

WEDNESDAY,  OCT.  7  7  P.M.  PARK  PLAZA,  ROOM  402 

Co- sponsored  by: 

Massachusetts  Labor  Committee  for  a  Free  South  Africa 

Boston  Labor  Committee  on  Central  America 

Massachusetts  Labor  Committee  in  Support  of  Democracy,  Human  Rights  and  Non-intervention 
in  Central  America 


THE  COMMONWEALTH   OF  MASSACHUSETTS 

EXECUTIVE   DEPARTMENT 

STATE  HOUSE  •  BOSTON  02133 


EVELYN   F.   MURPHY 

LIEUTENANT  GOVERNOR 


ROOM  259 
(617)  727-7200 


MEMORANDUM 


TO:  Blueprint  2000  Committee  Participants 

FROM:  Evelyn  F.  Murphf^ 

DATE:  Monday,  September*^*  ,  ~T987 

RE:  Blueprint  2000  -  Regional  Hearings 


Over  the  next  year,  I  will  be  convening  a  series  of  Regional 
Hearings  across  the  state.   At  these  hearings,  local  officials  and 
their  Municipal  Advisory  Committee  will  discuss  the  forces  and 
trends  which  will  shape  their  communities  over  the  next  ten  to 
fifteen  years,  and  participate  in  developing  recommendations  for  the 
Blueprint  2000  report. 

At  our  first  round  of  hearings  in  October,  we  will  focus  on 
responses  to  a  municipal  questionnaire,  which  I  have  forwarded  to 
each  city  and  town  in  the  Commonwealth.   Incorporating  regional 
concerns  and  priorities  will  be  critical  to  the  success  of  Blueprint 
2000  ,  and  I  will  rely  on  this  citizen  input  throughout  the  process. 

The  activities  of  your  specific  Blueprint  2000  committee  will 
commence  shortly  and  continue  thoughout  the  coming  year.   However,  I 
also  invite  your  participation  at  the  Regional  Hearings  in  your 
area.   Please,  note  the  following  schedule: 

10/01   11-  1pm   Fitchburg  State  College,  Hammond  Lecture  Hall, 

Hammond  Library,  Ground  Floor,  Fitchburg 
3-  5pm   University  of  Massachusetts-Medical  Center,  Medical 
Scho  o  1  Amphitheater  II,  Worcester 


10/08 


11:30- 
1 : 30pm 
3-  5pm 


Sou  the 
Confer 
Cape  C 
3uildi 


10/16 


aster 
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tig,  U 


n  Massachusetts  University,  Library, 
Area,  First  Floor,  North  Dartmouth 
mmunity  College,  Student  Commons 
pper  Commons,  Second  Floor,  W.  Barnstable 


10-12pm 
2-  4pm 
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ts  Archives,  Meeting  Room,  Boston 
ts  Bay  Community  College,  Room  203, 


10/20   10:30-    University  of  Lowell ," Cumnock  Hall,  Trustees  Room, 
12:30pm   Lowell 
3-  5pm   Salem  State  College,  Alumni  House,  Presidental  Hall, 

Salem 

10/22   10-12pm   North  Adams  State  College,  Sullivan  Lounge,  Campus 

Center,  North  Adams 
3-  5pm   University  of  Massachuse tt s-Amher s t ,  Murray  D. 
Lincoln  Campus  Center,  Room  174-176,  Amherst 


10/29    2-  4pm 
10/30   11-  1pm 


Holyoke  Community  College,  Frost  Building,  Room  271, 

Holyoke 

Massasoit  Community  College,  Student  Union,  The 
Loison  Board  Room,  Brockton. 


Northampton  Labor  Council  a.f.l-ci.o. 


2   CONZ   STREET 

NORTHAMPTON,     MASSACHUSETTS 
01060 

*n  3-527-2332 


^Ot'l  tuUe^ie.  you  hdotuj." 


September  30,  1987 


Mr.  Lane  Kirkland,  President 

American  Federation  of  Labor  and  Congress  of  Industrial  Organization 

AFL-CIO  Building 

815   16th  Street  N.W. 

Washington,  D.C.  20006 


Dear  Brother  Kirkland: 

It  was  good  to  see  you  again  at  the  "Labor  Day  Parade"  in  Boston  last  week. 

The  Northampton  Labor  Council,  at  its'  regular  monthly  meeting,  voted 
unamiously  to  contact  you, through  its  officers, and  request  your  review  of  the 
proposed  merger  of  the  Northampton  Council  into  the  Pioneer  Valley  Labor 
Council  in  Springfield, Ma. 

If  it  is  at  all  possible  (realizing  your  busy  schedule) ,  we  would  like 
to  meet  with  you  in  Washington  at  your  earliest  convenience  to  further  pursue 
this  proposed  merger. 

We  know  your  feelings  and  that  of  the  entire  AFL-CIO  to  continue  to  build 
grass  roots  support  for  all  of  our  endeavors  and  particularly  in  the  political 
arena. 

Next  year,  you  will  agree,  is.  critical  to  all  of  organized  labor  goals 
for  the  future.   Please  don't  allow  any  erosion  of  grass  roots  participation 
at  this  time. 

We  are  taking  the  liberty  of  enclosing  a  brief  synopsis  of  our  activities 
in  the  past  two  years.   Our  Council  feels  that,  with  the  relocation  of  home 
port,  to  a  new  port  of  call,  there  will  be  a  definite  loss  of  the  rank  and 
file  members. 

The  three  officers  that  are  signing  this  request  have  over  one  hundred 
and  twenty  years  of  dedicated  service  to  the  AFL-CIO. 


SECRETARY 
FRANKLIN  AND  HAMPSHIRE  COUNTIES 


Northampton  Labor  Council  a.f.l-gi.o. 

2   CONZ   STREET 

NORTHAMPTON,     MASSACHUSETTS  "Ml  udtM  yOU  UUh?. 

01060  -©-8 

^13-527-2332 

NORTHAMPTON  LABOR  COUNCIL,  AFL-CIO  RECENT  ACTIVITIES  —  PARTIAL  LISTING 

ORGANIZING  CAMPAIGNS,  PARTICIPATION,  SUPPORT 

HAMPSHIRE  COUNTY  JAIR 
WESTERN  MASS.  BUS  LINES 
SMITH  COLLEGE 
MT.  TOM  STATE  RESERVATION 
U.  MASS.  CLERICAL  EMPLOYEES 
BLUE  CROSS-BLUE  SHIELD 

STRIKE  SUPPORT,  FINANCIAL,  MANPIOWER,  ETC. 


LUDLOW  BANK  -  MANPOWER 

FARMWORKERS,  CHAVEZ  MEETING  -  FINANCIAL,  COMMUNITY  MEETING 

IUE.  HOLYOKE  -  FINANCIAL,  PARADE 

LORD  JEFF  INN  -  FINANCIAL,  MANPOWER 

NEW  BEDFORD  SEAFARERS  -  FINANCIAL 

POLITICAL 

ACTIVITIES  ON  BEHALF  OF  LABOR  ENDORSEMENT_CANDIDATES  IN  NATIONAL,  STATE,  LOCAL  RACES 

HEAVY  INVOLVEMENT  IN  SHANNON  O'BRIEN  MASS.  AFL-SIO  SPECIAL  FRIENDS  CAMPAIGH 

MAIL-IN- VOTER  REGISTRATION  CAMPAIGH,  CONTRIBUTION 

LEGISLATIVE  ACTION  COMMITTEE,  PARTICIPATION  TO  MEET  WITH  THE  MONITOR  CONTE 

NUMEROUS  LETTERS  TO  CONGRESSIONAL  REPRESENTATIVES  ON  LABOR  ISSUES 

PARTICIPATION  IN,  MEMBERSHIP  ON,  DEMOCRATIC  STATE  PLATFORM  COMMITTEE 

ELECTION  OF  LABOR  DELEGATES  TO  DEMOCRATIC  STATE  CONVENTION 

PRESENTATION  OF  AFL-CIO  1988  CAMPAIGN  FILM 

ELECTION  OF  COUNCIL  MEMBERS  TO  NORTHAMPTON  CITY  COUNCIL  AND  SMITH  VOCATIONAL  SCHOOL  BOARD 

OTHER 

SERVING  AS  A  BODY  WHERE  LOCALS  CONSULT  WITH  ONE  ANOTHER  AND  EXCHANGE  INFORMATION 
OF  MUTUAL  INTEREST. 

TWO  SCHOLARSHIPS  BASED  ON  LABOR  KNOWLEDGE  TESTING 

PARTICIPATION  IN  FRANK  LYONS  EDUCATIONAL  PROGRAM 

LETTERS  TO  EDITOR  ON  LOCAL  ISSUES  AND  LABOR  ISSUES 

LOBBYING  CABLE  T.V.  TO  PRESENT  LABOR  VIEWPOINT 

FRANKLIN  AND  HAMPSHIRE  COUNTIES 


OTHER  (CON'T) 

SUPPORT  FOR  PICKETING  AT  LOUIS  FOODS  AND  PRICE  CHOPPER  GRAND  OPENING. 

PASSAGE  OF  A  GRAPE  BOYCOTT  RESOLUTION  BY  NORTHAMPTON  CITY  COUNCIL 

PRESENTATION  OF  A  GEORGE  MEANY  BIOGRAPHY  TO  LIBRARY 

NORTHAMPTON  PROCLAMATION  ON  AFL-CIO  100th  ANNIVERSARY 

PARTICIPATION  IN  ST.  PATRICK'S  DAY  PARADE 

PARTICIPATION  IN  LEGISLATIVE  BREAKFAST 

PARTICIPATION  IN  LABOR  DAY  BREAKFAST 

PARTICIPATION  IN  PRIVATE  INDUSTRY  COUNCIL 

PARTICIPATION  IN  LEGISLATIVE  COMMISSION  ON  EMPLOYEE  OWNERSHIP 

FINANCIAL  SUPPORT  TO  MASS  COSH 

DISTRIBUTION  OF  INFORMATION  FROM  STATE  AND  NATIONAL  TO  LOCALS 

CONTRIBUTION  TO  FOOD  BANK  FOR  LAID  OFF  UNIONISTS 

FACILITATION   SUPPORT  TO  MASS  COSH 

DISTRIBUTION  OF  INFORMATION  FROM  STATE  AND  NATIONAL  TO  LOCALS 

CONTRIBUTION  TO  FOOD  BANK  FOR  LAID  OFF  UNIONISTS 

FACILITATION  OF  VISIT  BY  GOVERNOR  IN  PLANT  CLOSING  SITUATION 

RESPONDING  TO  REQUESTS  FOR  ACTION  BY  ASIAN  AMERICAN  FREE  LABOR  INSTITUTE,  AMERICAN 
INSTITURE  FOR  FREE  LABOR  DEVELOPMENT  OF  AFL-CIO 

PARTICIPATION  IN  HISTADRUT  DINNER 


AFL-CIO  Laundry  and  Dry  Cleaning  International  Union 

LOCAL  66  OF  NEW  ENGLAND 

697  BROADWAY  •  SOMERVILLE,  MA  021 44 

Telephone   (617)   628-8770 

September  30,  I987 


Dear  Brothers  and  Sisters: 

Over  the  last  year  Local  66  has  agressively  worked  at  rebuilding  this  union  and 
your  involvement  has  been  an  important  part  of  our  successes.    The  following  is  an  update 
on  three  very  important  aspects  of  our  current  activities. 

American  Finish  and  Chemical  Co.    An  agreement  has  been  ratified  by  the  newest 
members  of  Local  66.    The  new  contract  includes:    across  the  board  raises  of  596,  with  lower 
paid  workers  receiving  up  to  4196  in  the  first  year  of  the  contract.    Creation  of  a  Pension  Plan 
with  credit  for  past  years  of  service.    Sickness  and  accident  insurance  of  $175.00  per  week 
for  26  weeks.    Health  and  safety  language  establishing  a  Health  and  Safety  Committee, 
regular  visits  of  a  certified  industrial  Hygienist,  and  regular  screening  of  the  workers  for 
toxic  chemical  exposure.    A  Union  shop. 

Hospitals  Laundry  Association  Organizing.     Over  7596  of  the  200  workers  have 
signed  union  authorization  cards.    A  petition  was  filed  at  the  NLRB  on  August  23,  a  hearing 
was  held  September  16  where  the  Company  filed  a  motion  to  dismiss  the  petition  and  asked 
for  an  additional  three  week  delay  to  file  legal  briefs. 

The  Companies  anti-union  campaign  has  not  deterred  the  workers  who  continue 
to  show  tremendous  support  for  the  union.    Organizing  committee  meetings  are  being 
attended  by  an  increasing  number  of  people. 

Despite  the  laundries  attempts  to  delay,  we  expect  an  election  to  be  held  the 
first  or  second  week  in  November. 

Linen  Contract  Negotiations.     Several  area  linen  company  contracts  expired  on 
September  27.   These  companies  provide  linen  to  hotels,  restaurants,  schools  and  nursing 
homes.    We  are  seeking  a  contract  that  is  reflective  of  the  high  cost  of  living  in  the  Boston 
area. 

Local  66  and  three  Teamster  locals  have  targetted  Morgan  Services,  941  Mass- 
achusetts Avenue,  Boston,  as  the  company  to  set  a  pattern  for  settlements. 

A  strike  may  be  called  for  Monday,  October  5,  at  the  Massachusetts  Avenue 
plant.    In  the  event  of  a  strike  a  rally  will  be  held  on  Tuesday  morning. 

In  the  past  your  support  has  been  invaluable.    Our  victories  are  made  possible  by 
the  collective  efforts  of  organized  labor  in  Massachusetts.    As  Local  66  enters  another  period 
of  struggle  we  will  keep  you  informed  and  look  forward  to  your  continued  support. 


In  Solidarity, 


David  B.  Brenner, 
President 
DBB/nts 
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HARVARD  UNIVERSITY 
TRADE  UNION  PROGRAM 


Linda  Kaboolian 
Executive  Director 


John  F.  Kennedy  School  of  Government 

Belfer  Center  507 

79  John  F.  Kennedy  Street 

Cambridge,  MA  02138 

(617)  495-9265 


Mr.  Arthur  R.  Osborn 

President 

Massachusetts  AFL-CIO 

8  Beacon  Street,  3rd  Floor 

Boston,  MA  02108 

Dear  Mr.  Osborn: 

We  are  pleased  to  send  our  new  brochure  describing  the  Harvard 
University  Trade  Union  Program.   For  nearly  50  years  the  Trade 
Union  Program  has  been  training  union  leaders  from  diverse 
industrial  backgrounds.   We  continue  this  tradition  in  the  77th 
session,  scheduled  to  run  from  January  4  through  March  11,  1988. 

3  0  participants  will  have  a  rare  opportunity  to  study 
intensively,  away  from  the  daily  pressures  of  their  offices,  topics 
which  reflect  the  economic  and  political  challenges  to  union 
leaders  and  staff  in  the  1980s  and  beyond. 

If  you  know  of  any  union  leader  or  staff  member  who  would 
benefit  from  this  unigue  educational  opportunity,  please  pass  our 
brochure  onto  them. 

Thank  you  for  your  help. 


Sincerely, 


^^CocL^^^C^^y-^ 


Linda  Kaboolian 


Enclosure 
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MICHAEL   S.   DUKAKIS 

GOVERNOR 

PAUL  J.  EUSTACE 
SECRETARY 


One  S&Jduxlan  -J?/aa'    -tMacwi  ?//? 


September  22,  1987 


Mr.  Arthur  Osborn 

President 

Mass.  AFL-CIO 

8  Beacon  St . ,  3rd  floor 

Boston,  MA  02108 


Dear  Arthur:  Jlf^  ifa^ 

A  note  of  thanks  for  your  support  of  the  Health  Care  bill  yesterday. 

Your  testimony  was  totally  on  target  and  enormously  helpful.  And  your 
willingness  to  stay  throughout  the  hearing  was  greatly  appreciated  and 
the  topic  of  conversation  with  the  Governor  today. 

Again  my  thanks  for  your  help. 


Sincerely, 


ml  J.  Eustace 
Secretary  of  Labor 


PJE/sd 


INTERNATIONAL  BROTHERHOOD  OF  ELECTRICAL  WORKERS 

Local  1228 


September  30,  1987 


Mr.  Arthur  Osborn,  President 
Massachusetts  AFL-CIO 
8  Beacon  Street 
Boston,  MA  02108 


Dear  Brother  Osborn, 

I  am  composing  this  letter  during  a  pause  in  the 
tions  in  Phoenix,  AZ,  where  we  are  seemingly  hea 
CBS  to  end  the  negotiations  with  a  "final"  packa 
the  fact  that  there  are  many  issues  outstanding 
subjected  to  extensive  bargaining.  What  is  happ 
has  already  happened  at  the  National  Broadcastin 
to  confirm  some  of  the  statements  that  I  made  at 
Conference  on  the  future  of  broadcast  technical 


I.B.E.W./CBS  negotia- 
ded  for  an  attempt  by 
ge  proposal,  despite 
that  have  yet  to  be 
ening  here,  and  what 
g  Company  only  tends 

our  September  12th 
unions. 


I  want  to  take  this  opportunity  to  express  my  thanks  to  you  for  your 
participation  in  that  Conference.   Those  of  us  representing  broadcast 
employees  are  under  trememdous  pressures  from  both  the  employers,  who 
want  to  change  everyting  to  their  advantage,  and  the  membership  we 
represent,  which  often  has  very  unrealistic  ideas  about  their  role  in 
this  industry  and  their  strength  at  the  bargaining  table,  or  on  the 
streets.   The  efforts  by  N.A.B.E.T.  at  N.B.C.  since  June  29th  have,  to 
date,  produced  no  visable  results.   The  package  proposal  that  we 
anticipate  receiving  from  CBS  will  make  the  N.B.C.  package  look  very 
mild  by  comparison. 

We  need  the  assistance  of  the  AFL-CIO,  especially  at  the  national 
level,  to  try  to  turn  this  industry  around.   Thanks  to  the  "hands  off" 
attitude  of  the  Federal  Communications  Commission  under  Chairman,  Mark 
Fowler,  broadcasters  seemingly  have  no  fear  in  seeking  profit 
maximization  and  corporate  greed. 

I  appreciated  your  words  of  support  at  our  Conference,  and  your  offer 
of  assistance.   Please  expect  that  this  Local  Union  will  be  seeking 
such  support  in  the  near  future,  as  we  have  serious  problems  that  we 
will  have  to  deal  with  at  all  of  the  stations  with  which  we  have 
agreements . 


cc: 


Executive   Board 

Paul  Mccar&hyneth  F.  Flanagan  Business  Manager 
1194  Walnut  St.,  Newton  Highlands,  MA   02161-1284  (617)  964-4450 
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American  Federation  of  Labor  and  Congress  of  Industrial  Organizations 


815  Sixteenth  Street,  N.W. 
Washington,  D.C.  20006 
(202)  637-5000 


LANE  KIRKLAND   PRESIDENT 

Thomas  W.  Gleason 
Albert  Shanker 
Charles  H.  Pillard 
William  H.  Wynn 
Joyce  D.  Miller 
James  E.  Hatfield 
Vincent  R.  Sombrotto 
Marvin  J.  Boede 
John  T.  Joyce 
Larry  Dugan  Jr. 
Gene  Upshaw 


EXECUTIVE  COUNCIL 

THOMAS  R.  DONAHUE  SECRETARY-TREASURER 


Frederick  O'Neal 
Edward  T.  Hanley 
Kenneth  T.  Blaylock 
John  DeConcini 
John  J.  Sweeney 
Barbara  Hutchinson 
Gerald  W.  McEntee 
Patrick  J-  Campbell 
Lynn  R.  Williams 
Robert  A.  Georgine 
Jay  Mazur 


Murray  H.  Finley 
Angelo  Fosco 
William  W.  Winpisinger 
Wayne  E.  Glenn 
Frank  Drozak 
Richard  I.  Kilroy 
William  H.  Bywater 
Owen  Bieber 
Morton  Bahr 
Milan  Stone 
Lenore  Miller 


August  24,  1987 


TO  ALL  STATE  FEDERATION  PRESIDENTS 

Dear  Trade  Unionist: 

I  am  enclosing  a  copy  of  the  new  report  issued  by  the  National 
Governor's  Association,  entitled  "3obs,  Growth,  and  Competitiveness."  This 
report  was  released  at  the  National  Governors'  Association  meeting  last  week 
and  it  received  generally  good  reviews  from  the  nation's  press. 

While  one  could  quarrel  with  some  of  the  strategies  which  are  suggested, 
the  report  is  a  very  good  and  progressive  one.  Chapter  two,  "A  Productive 
Workforce,"  and  chapter  three,  "Efficient  Workplaces,"  are  of  particular  interest 
in  a  labor  relations  sense,  and  chapter  four,  "Responsive  Communities,"  talks 
about  efforts  to  deal  with  plant  closings  and  dislocation,  targeting  communities 
for  development,  and  developing  a  response  capability  for  workers  confronted  by 
dislocation. 

At  several  points  in  the  report,  cooperative  strategies  involving  govern- 
ment, labor,  and  management  are  urged,  and  it  seems  to  me  that  these  may 
provide  an  opportunity  for  an  approach  to  your  governor,  suggesting  to  him  or 
her  that,  on  the  strength  of  the  recommendations  of  this  report,  he  or  she  might 
wish  to  put  together  a  government/labor/management  group  as  a  forum  for 
discussing  these  issues  and  developing  the  specific  strategies  recommended.  This 
might  provide  a  real  opportunity  for  union  participation  in  a  tripartite  or 
multipartite  structure  in  your  state  to  address  the  problems  which  we  all 
confront.  You  will  need  to  evaluate  such  an  approach,  depending  upon  the 
general  climate  in  your  state. 

I  am  also  enclosing  herewith  a  copy  of  Tom  Donahue's  remarks  to  the 
National  Governors'  Association  meeting  at  which  this  report  was  released. 


Sincerely  andjraternally, 


fi e- 

President 
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National  Governors'  Association 

The  National  Governors'  Association,  founded  in  1908,  represents  the  Governors  of  the 
fifty  states,  the  Commonwealths  of  Puerto  Rico  and  the  Northern  Mariana  Islands,  and 
the  territories  of  the  Virgin  Islands,  Guam,  and  American  Samoa.  Its  mission  is  to 
influence  the  development  and  implementation  of  national  policy  and  to  apply  creative 
leadership  to  state  problems. 

NGA  membership  is  organized  into  seven  standing  committees  in  major  substantive 
areas:  Agriculture,  Criminal  Justice  and  Public  Protection,  Economic  Development  and 
Technological  Innovation,  Energy  and  Environment,  Human  Resources,  International 
Trade  and  Foreign  Relations,  and  Transportation,  Commerce,  and  Communications. 
Special  committees  and  task  forces  are  formed  in  response  to  principal  concerns  of  the 
Governors. 

The  Center  for  Policy  Research  serves  as  a  vehicle  for  sharing  knowledge  of  inno- 
vative programs  among  the  states  and  provides  technical  assistance  to  Governors.  The 
center  manages  a  variety  of  federal  grants  and  foundation-funded  activities  and  state 
demonstration  programs  in  areas  that  include  education,  economic  development, 
labor  market  and  occupational  analysis,  socioeconomic  forecasting,  health  care  financ- 
ing alternatives,  job  training,  and  state  human  resources  management  systems. 


Office  and  Committee  Staff  Directors 

Raymond  C.  Scheppach,  Executive  Director 

Charles  M.  Cochran,  Administration  and  Finance 

Rae  Young  Bond,  Public  Affairs 

Joan  L.  Wills,  Research  and  Deielopment 

James  L.  Martin,  State-Federal  Relations 

Barry  \an  Lare,  State  Senices 

Barbara  L.  Fontana,  Agriculture 

Nolan  E.  Jones,  Criminal  Justice  and  Public  Protection 

Richard  B.  Geltman,  Economic  Deielopment  and  Technological  Innovation 

Thomas  W  Curtis,  Energy  and  Environment 

Alicia  C.  Smith,  Human  Resources 

Deirdre  E.  Curley,  International  Trade  and  Foreign  Relations 

Charilyn  W  Cowan,  Transportation,  Commerce,  and  Communications 
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The  Task  Force  on  Jobs,  Growth,  and 
Competitiveness  has  spent  this  year 
looking  at  the  important  economic  issues 
facing  our  states  and  our  nation.  Through 
hearings,  through  action-oriented  infor- 
mation gathering,  and  through  daily  con- 
versation with  the  people  of  America,  the 
members  of  the  task  force  have  tried  to 
focus  on  questions  that  often  cross  state 
lines  and  national  borders. 

Much  of  this  report  is  built  around  state 
strategies  designed  to  enhance  our  com- 
petitive position.  The  suggestions  in- 
cluded here  are  policy  options.  States  will 
want  to  adapt  them  to  their  own  needs. 
The  strategies  and  emphasis  represent  a 
broad  consensus  of  the  task  force.  They  do 
not  reflect  the  specific  opinion  or  philoso- 
phy of  any  member.  They  are  meant  only 
as  guidelines  to  prompt  new  ideas  and 
innovative  approaches. 


CHAIRMAN'S  OVERVIEW 


MAKING 

AMERICA 

WORK 


When  I  became  chairman  of  the  National  Governors' 
Association  in  the  summer  of  1986,  the  Governors 
had  been  working  hard  for  four  years  on  education 
reform — one  of  the  most  fundamental  issues  of  our 
time.  Our  association  had  just  issued  a  report  on  what  the 
Governors  should  be  doing  for  the  next  five  years  to  keep  the 
reform  bandwagon  rolling  and  our  schools  improving.  Yet  I 
assumed  the  chairmanship  with  the  haunting  sense  that,  as 
critical  as  these  efforts  were,  we  could  and  should  do  more. 

As  important  as  our  educational  reforms  are,  they  will  not 
reach  millions  of  Americans  who  face  barriers  that  prevent  them 
from  taking  full  advantage  of  better  schools  or  even  from  becom- 
ing productive  citizens. 

As  important  as  it  is  to  prepare  our  people  to  succeed  in  a 
highly  competitive  world,  education  alone  will  not  guarantee 
them  opportunities.  They  also  need  sound  economic  policies  to 
provide  good  jobs. 

Because  we  plainly  have  both  people  problems  and  economic 
policy  problems  that  must  be  addressed  before  our  efforts  in 
education  can  bear  full  fruit,  I  asked  the  Governors  to  face  our 
responsibilities  in  these  areas.  Not  with  more  studies,  but  with 
action  plans  and  programs. 

I  asked  the  chairmen  of  the  committees  on  Economic  Devel- 
opment, Trade,  and  Agriculture  to  co-chair  an  effort  to  develop 
solid  strategies  for  state  and  regional  economic  development 
activities,  to  highlight  successful  programs,  and  to  explore  the 
extent  to  which  programs  in  place  in  prosperous  areas  would  or 
would  not  be  likely  to  help  more  depressed  regions.  The  report 
of  the  Task  Force  on  Jobs,  Growth,  and  Competitiveness  is  the 
result  of  the  work  that  Iowa  Governor  Terry  Branstad,  Massachu- 
setts Governor  Michael  S.  Dukakis,  and  Virginia  Governor  Gerald 
Baliles  directed. 

I  also  established  a  welfare  prevention  project,  composed  of 
five  task  forces  dealing  with  the  most  widespread  and  crippling 
barriers  to  productive  lives  in  America  today:  welfare  dependen- 
cy, school  dropouts,  teen  pregnancy,  adult  illiteracy,  and  alcohol 
and  drug  abuse.  The  plans  developed  by  these  task  forces  em- 
phasize prevention  and  are  designed  to  enhance  the  ability  of 
our  people  to  live  up  to  their  God-given  capacities  and  in  so 
doing  to  provide  the  critical  contributions  we  need  from  them.  I 
am  grateful  to  Delaware  Governor  Michael  N.  Castle,  Minnesota 
Governor  Rudy  Perpich,  Illinois  Governor  James  R  Thompson, 
Missouri  Governor  John  Ashcroft,  and  Kentucky  Governor  Mar- 
tha Layne  Collins  for  their  work  in  chairing  these  task  forces. 
Their  work  is  found  in  the  "Bringing  Down  the  Barriers"  Report. 

Together  these  two  reports  comprise  the  project  "Making 
America  NXOrk:  Productive  People,  Productive  Policies." 

MAKING  THE  CONNECTION 

The  job  of  governing  any  state  in  1987  is  defined  in  large  measure 
by  the  economic  realities  of  our  time.  Some  states  and  regions 
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are  doing  well;  some  are  not.  Within  each  state,  some  people  are 
doing  well;  some  are  not. 

Clearly  many  of  our  present  problems  grow  out  of  the  painful 
truth  that  we  were  largely  unprepared  for  the  onslaught  of  global 
economic  competition  over  the  last  decade  and  a  half  Too  many 
of  us  for  too  long  took  it  for  granted  that  Americas  position  as  the 
worlds  dominant  economic  power  was  permanent.  Now  we 
know  better.  Since  1973,  median  income  has  declined  17  per- 
cent. Forces  of  international  competition  have  disrupted  the 
equilibrium  of  our  society  and  called  into  question  President 
Kennedys  adage  that  "a  rising  tide  lifts  all  boats."  Between  1981 
and  1986,  while  several  million  jobs  were  added  to  the  economy, 
40  percent  of  Americans  suffered  a  decline  in  real  income,  20 
percent  held  steady,  and  40  percent  enjoyed  an  increase. 

America  has  split  in  other  ways  as  well.  Prosperity  has  a 
distinctive  geographic  feature.  It  can  be  found  largely  in  the  states 
along  the  Atlantic  and  Pacific  coasts  and  in  certain  urban  areas  in 
the  heartland.  Most  of  Americas  continuing  economic  distress  is 
found  in  our  deflation  belt,  in  the  states  from  Canada  to  the  Gulf 
of  Mexico  with  economies  based  on  agriculture,  energy,  mining, 
timber,  and  import-vulnerable  manufacturing. 

There  have  been  deep  and  troubling  ruptures  in  die  fabric  of 
American  society.  In  1985,  for  the  first  time,  the  percentage  of  our 
elderly  citizens  living  below  the  poverty  line  was  smaller  than  die 
percentage  of  the  non-elderly  in  poverty,  a  remarkable  achieve- 
ment for  which  our  country  can  be  proud.  Unfortunately,  this 
development  was  paralleled  by  a  dramatic  rise  in  the  number  of 
single-parent  households,  often  headed  by  divorced  women 
whose  incomes  dropped  markedly  after  divorce;  huge  numbers 
of  young  women  and  children  in  poverty;  millions  of  adults  so 
illiterate  and  unskilled  they  are  unemployable  in  todays  econo- 
my; high  rates  of  welfare  dependency,  teen  pregnancy,  school 
dropouts,  and  drug  and  alcohol  abuse.  The  consequences  of 
these  developments  can  be  seen  most  vividly  in  the  swelling 
number  of  the  homeless  throughout  America. 

The  news  is,  of  course,  not  all  bad.  In  the  last  six  years  our 
country  has  gained  about  10  million  new  jobs,  far  more  dian  our 
competition  in  Europe.  There  is  evidence  in  virtually  every  state 
that  more  and  more  manufacturers  have  been  willing  to  make 
the  hard  decisions  necessary  to  increase  productivity  to  interna- 
tionally competitive  levels.  The  results  of  the  last  few  years  of 
effort  in  education  are  paying  off  Our  schools  are  getting  better. 
Our  children  are  learning  more. 

Moreover,  it  is  important  for  Governors  to  note  too  that  many 
of  our  problems  and  some  of  our  sectional  prosperity  are  rooted 
in  international  economics  and  national  politics  and,  therefore, 
are  beyond  the  direct  reach  if  not  the  influence  of  Governors.  For 
example,  much  of  our  current  trade  deficit  is  a  function  of  the 
depression  in  Latin  American  economies.  If  the  growth  rates  of 
the  1970s  had  prevailed  there  last  year,  our  trade  imbalance 
would  have  been  19  percent  less.  The  high  dollar  that  prevailed 


"America  won't  work 
if  Americans 

can't  work,  or  learn, 

or  believe  in 

the  promise 

of  tomorrow." 

Bill  Clinton 
Governor  of  Arkansas 
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until  late  1985  plainly  worked  to  subsidize  imports  and  tax  our 
own  exports.  The  dramatic  increases  in  defense  spending  over 
the  last  several  years  have  helped  some  state  economies  much 
more  than  others. 

Still  it  is  plain  that  Governors  can  and  must  do  more  to  make 
America  work  by  creating  more  opportunities  from  the  ground 
up  and  by  reversing  the  tide  of  lost  human  potential  that  prevents 
so  many  of  our  people  from  seizing  opportunities  when  they 
arise. 

MAKING  A  DIFFERENCE 

The  policy  recommendations  in  these  reports  include  many 
actions  already  successfully  taken  in  some  states.  Not  all  of  them 
will  be  appropriate  or  even  possible  for  other  states.  But  every 
state  will  find  something  of  value  in  the  reports,  areas  in  which 
more  can  be  done  to  speed  the  processes  of  economic  transfor- 
mation and  human  development  which  are  critical  to  our  future. 
There  is  no  one  solution  to  all  the  issues  dealt  with  in  Making 
America  Work,  but  there  are  some  clear  conclusions  that  any 
Governor,  or  any  American,  regardless  of  political  party  will 
reach  from  reading  it. 


No  matter  what  burdens  or  benefits  the  international  economy 
or  national  policies  may  bring  to  states,  practical  problem  solvers 
can  do  things  to  reduce  the  human  loss  from  welfare  dependen- 
cy and  other  barriers  to  full  development  and  to  accelerate  local 
economic  growth. 


It  is,  therefore,  unacceptable  in  1987  for  any  Governor  to  sit  on 
the  sidelines  and  avoid  tackling  these  issues  head  on. 


We  do  need  some  help  from  Washington,  most  immediately  a 
good  welfare  reform  bill  and  a  sustained  commitment  to  reduce 
the  deficit. 


While  we  learned  the  hard  way  that  we  in  government  cannot 
solve  these  problems  alone,  we  have  also  learned  we  can't  leave 
them  alone.  I&rtnerships  with  the  private  sector  have  enabled 
states  to  make  progress  in  other  areas.  They  are  essential  here, 
but  Governors  must  take  the  initiative. 
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While  citizens  have  a  right  to  insist  that  the  states  move  aggres- 
sively in  these  areas,  they  also  have  responsibilities  to  help  the 
efforts  succeed.  The  heart  of  our  welfare  reform  proposal  is  the 
contract  that  conditions  the  right  to  benefits  on  the  assumption  of 
personal  responsibility  to  pursue  a  path  to  independence, 
through  education,  training,  and  work.  Similarly,  local  leaders 
have  a  right  to  expect  the  state  to  offer  every  available  and 
affordable  economic  development  initiative,  but  unless  they 
assume  responsibility  for  making  something  happen  in  their 
hometowns,  the  states  efforts  will  be  to  no  avail. 

I  believe  this  model  could  be  used  to  address  other  national 
problems.  For  example,  we  might  increase  rather  than  decrease 
student  loans  to  college  students,  but  require  the  students  in 
return  for  the  right  to  the  loans,  to  assume  the  responsibility  of 
spending  a  few  hours  each  month  teaching  illiterate  adults  to 
read  or  doing  other  public  service. 


That  is  perhaps  the  fundamental  lesson  of  our  time:  America 
won't  work  if  Americans  can't  work,  or  learn,  or  believe  in  the 
promise  of  tomorrow 

In  this  200th  year  of  our  Constitution,  the  Governors  have  a 
special  responsibility  to  make  America  work.  This  report  is 
designed  to  help  them  fulfill  it. 


Bill  Clinton 

Goiernor  of  Arkansas 

Chairman 

National  Goiernors'  Association 


Welfare  prevention  and  competitiveness,  like  education  reform, 
are  issues  of  common  interest  to  all  Americans  because  we 
cannot  maintain  our  standard  of  living  or  perhaps  even  our 
security  if  we  have  more  incapacitated  or  underutilized  people 
than  our  competitors  have.  That's  why  investment  bankers  and 
defense  contractors  should  care  about  distressed  farmers  and  at- 
risk  children.  We're  all  in  this  together. 

MAKING  A  COMMTTMEINT 

I  believe  Americans  are  coming  together  on  these  issues  because 
we  want  to  preserve  the  American  dream.  And  we  know  it  cannot 
be  done  if  we  continue  to  behave  as  a  swarm  of  isolated  individu- 
als oblivious  to  the  pain  and  untapped  potential  of  our  fellow 
citizens. 

When  I  was  a  small  boy  I  was  taught,  like  so  many  of  my 
generation,  that  I  had  to  get  a  good  education  and  work  hard  so 
that  I  could  do  better  than  my  parents  and  grandparents  had 
done.  Citizens  of  that  time  took  the  overall  economic  health  and 
strength  of  America  for  granted  and  worked  to  make  sure  their 
children  could  benefit  from  it  more  than  they  had. 

Today  I  want  my  daughter  to  get  a  good  education  not  only  for 
her  own  benefit,  but  for  me  and  my  generation  as  well.  And  I 
know  we  need  her  classmates,  some  of  whom  are  from  poor 
families,  to  do  well  too  because  the  future  of  our  great  American 
experiment  depends  on  it. 
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The  American  states  have  reached  sight  of  the  21st  century 
confronted  by  a  new  economic  reality. 
Not  since  the  founding  days  of  our  nation  have  die 
states  been  so  exposed  to  the  competitive  forces  of  inter- 
national commerce.  Our  economy  has  shifted  from  national 
insularity  to  global  interdependence,  and  the  results  have  af- 
fected all  Americans.  For  some  regions,  shifting  international 
markets  have  created  new  opportunities  and  meant  real  eco- 
nomic growth.  However,  not  all  regions  have  enjoyed  such 
prosperity  and  regional  disparities  are  reflected  in  the  fact  that 
the  average  wage  of  American  workers,  after  adjusting  for  infla- 
tion, is  declining  and  growth  in  our  standard  of  living  is  level. 

The  states  have  a  vital  role  in  the  quest  to  revitalize  Americas 
economy  As  the  nations  Governors,  we  have  seen  first  hand  the 
impact  of  the  changes  in  the  international  economy — on  unem- 
ployment, on  farm  foreclosures,  on  plant  closings.  Every  day,  in 
statehouses  across  the  United  States,  Governors  are  taking  action 
to  reverse  these  trends,  to  ensure  that  our  people,  our  busi- 
nesses, and  our  communities  have  the  opportunity  to  become 
competitive  again.  Marshalling  our  assets — skilled  people,  cre- 
ative entrepreneurs,  union  leaders,  determined  farmers,  imagi- 
native researchers,  educators,  and  local  officials — the  nations 
Governors  are  getting  results.  From  factory  floor  to  small  farm, 
from  boardroom  to  schoolroom,  states  have  championed  new 
initiatives  to  prepare  Americans  for  the  global  marketplace. 

This  report  focuses  on  those  initiatives.  It  is  not  an  analysis  of 
the  nations  economic  problems.  Most  of  us  know  what  the 
problems  are.  It  is  not  a  detailed  prescription  for  federal  policy 
The  solutions  call  for  more  than  federal  answers.  The  Governors 
understand  that.  This  report  provides  a  "Framework  for  Eco- 
nomic Opportunity,"  a  blueprint  for  revitalizing  Americas  econo- 
my and  recreating  economic  opportunity  It  is  the  result  of  a  year- 
long examination  of  what  states  can  do  to  make  America  more 
competitive. 

The  suggestions  included  in  this  report  are  policy  options. 
States  will  want  to  adapt  them  to  their  own  needs.  While  the 
strategies  represent  a  broad  consensus  of  the  task  force,  they  do 
not  reflect  the  specific  opinion  or  philosophy  of  any  member. 

The  Task  Force  on  Jobs,  Growth,  and  Competitiveness  has 
approached  its  work  with  a  sense  of  urgency  We  have  tried  to 
reach  out  to  all  parts  of  America.  In  developing  our  blueprint,  we 
have  talked  to  farmers,  to  workers,  to  small  businessmen  and 
women,  to  scientists.  We  learned  a  lot  about  how  to  make 
America  work  again.  In  Osceola,  Iowa,  we  learned  about  the 
importance  of  community  leadership  in  creating  growth  in  small 
rural  communities.  In  Cleveland,  Ohio,  we  learned  that  coopera- 
tive relationships  between  labor  and  management  depend  upon 
workers  acquiring  new  skills,  and  management  adopting  new 
attitudes.  In  Holmdel,  New  Jersey,  we  heard  from  scientists  and 
corporate  executives  who  described  the  need  to  build  new 
bridges  between  business  and  academia. 


But,  above  all  else,  we  learned  that  in  undertaking  the  enor- 
mous task  of  making  our  people  and  our  policies  more  produc- 
tive— we  must,  as  Americans,  work  together. 

Governors  and  other  national  leaders  must  begin  the  process 
of  revitalizing  Americas  economy  by  creating  a  new  national 
consensus — a  consensus  that  acknowledges  a  new  economic 
reality,  one  of  international  economic  interdependence.  We  must 
all  begin  thinking  internationally  from  the  way  we  educate  our 
children,  to  the  nature  of  the  research  we  undertake,  the  type  of 
products  we  develop,  and  the  kind  of  public  programs  we  enact. 

GOALS  FOR  A 
COMPETITIVE  ECONOMY 

The  nation  must  begin  by  adopting  national  competitiveness 
goals.  These  goals  must  be  embraced  by  all  Americans — busi- 
ness people,  workers,  farmers,  and  government  leaders  alike. 
The  Governors  are  committed  to  these  goals: 

■  American  Productivity 
Must  Be  Increased. 

Productivity  growth  has  declined  markedly  during  the  post 
World-War  II  period  from  an  annual  rate  of  over  3  percent  to 
less  than  1  percent.  To  increase  our  productivity  requires  a 
highly  skilled  labor  force,  managers  with  a  better  understand- 
ing of  the  international  marketplace  and  a  willingness  to  make 
longer-term  investments  in  their  people,  processes,  and  prod- 
ucts. It  also  requires  more  scientists  and  engineers,  and 
accelerated  commercialization  of  new  inventions. 

■  The  Federal  Budget 
Deficit  Must  Be  Reduced. 

The  federal  deficit  reached  $221  billion  in  1986.  A  budget 
deficit  of  this  magnitude  increases  interest  rates,  and  distorts 
the  value  of  the  dollar,  thus  discriminating  against  U.S.  exports 
in  favor  of  foreign  imports.  The  deficit  must  be  eliminated 
over  the  next  five  years  if  U.S.  goods  and  services  are  to 
compete  effectively  in  the  new  world  marketplace. 

■  Equitable  Tirade  Relationships 
Must  be  Established. 

During  the  post-war  period,  many  foreign  countries  estab- 
lished trade  barriers  to  protect  their  domestic  economies. 
During  the  last  two  decades,  these  countries  have  strength- 
ened their  economies — often  with  the  direct  assistance  of  the 
United  States,  but  have  not  dismantled  these  earlier  protec- 
tions. Some  of  our  new  competitors  have  also  established 
national  economic  growth  strategies  based  on  aggressive 
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efforts  to  promote  exports.  Hie  United  States  must  demand, 
and  work  cooperatively  to  develop  equitable  trading  relation- 
ships with  all  nations,  both  on  a  multilateral  and  bilateral 
basis. 

Economic  Disparities  Across  States 
and  Regions  Must  Be  Minimized  So 
That  All  Americans  Can  Share  in  the 
New  Economy. 

The  U.S.  economy  cannot  create  jobs  and  increase  the  stan- 
dard of  living  of  all  Americans  unless  all  states  and  regions 
contribute  to,  and  share  in,  the  benefits  of  our  new  competi- 
tiveness. To  do  so,  we  must  target  investment  into  those 
depressed  areas  of  our  country.  We  are  one  nation  interde- 
pendent and  indivisible,  and  all  must  share  the  challenges 
and  the  rewards  of  a  more  productive  society 


FRAMEWORK  FOR 
ECONOMIC  OPPORTUNITY 

To  achieve  these  national  goals,  the  Governors  propose  a  four- 
step  "Framework  for  Economic  Opportunity" — a  blueprint  for 
revitalizing  Americas  economy  Specifically,  we  must: 

■  Develop  productive  workers. 

■  Create  efficient  workplaces. 

■  Support  responsive  communities. 

■  Implement  the  federal  action  agenda. 

Governors  and  states  can  and  are  playing  a  major  role  in 
developing  productue  uvrkers,  efficient  u<orkplaces,  and  re- 
sponsive communities,  and  it  is  that  role  that  is  the  focus  of  this 
report. 

Develop  Productive  Workers 

The  strength  of  the  United  States  has  always  been  its  people. 
Nowhere  has  this  been  reflected  more  than  in  our  workforce. 
Americans  have  worked  hard,  have  educated  themselves,  and 
have  shown  the  world  what  individual  initiative  and  discipline 
can  accomplish. 

However,  the  21st  century  worker  will  not  be  able  to  compete 
using  20th  century  skills.  The  "new  American  workforce"  will 
have  to  be  internationally  aware,  computer  literate,  adept  in 
languages  and  mathematics,  and,  above  all,  versatile.  Only  then 
will  we  be  able  to  turn  economic  potential  into  economic 
productivity. 
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The  state  role  is  critical  in  helping  both  the  emerging  and  the 
current  workforce  become  more  productive  and  adjust  to 
change.  Because  schools  and  universities  are  under  the  jurisdic- 
tion of  state  government,  the  state  can  directly  influence  the 
competency  of  the  emerging  workforce.  Three-fourths  of  the 
citizens  who  will  be  working  in  the  year  2000  are  already  in  the 
labor  force.  Thus,  it  is  the  current  labor  force  that  is  the  key  to 
increasing  our  productivity  over  the  next  two  decades.  These 
workers  receive  training  primarily  on  the  job.  Here,  the  state  role 
is  to  supplement  die  private  sector. 

Accordingly,  states  must  promote  a  new  educational  ethic, 
reaching  beyond  youth  to  instill  in  all  ages  a  new  appreciation  of 
learning.  Using  and  developing  existing  resource;} — vocational 
training,  community  colleges,  university  instruction — states 
must  work  to  provide  lifetime  learning  opportunities. 


To  daelop  more  productiw  workers,  states  can: 


Build  the  Bridge  Between  the  Classroom  and 
the  Marketplace.  If  we  are  to  have  a  flexible,  adaptable 
workforce,  comfortable  in  a  world  of  constant  economic 
change,  there  must  be  a  closer  relationship  between  what 
students  need  to  know  to  succeed  and  what  they  will  be 
taught. 


Increase  the  Quantity  and  Quality  of  Scien- 
tists and  Engineers.  A  technology-based  economy 
where  innovation  is  the  key  to  competitiveness  requires  a 
highly  educated  and  trained  labor  force  with  an  expanding 
pool  of  scientists  and  engineers. 


Encourage  the  Private  Sector  to  Invest  in 
Training  that  Emphasizes  the  Broader  Skills 
Necessary  for  a  More  Flexible  Workforce.  Col- 
laboration with  the  private  sector  can  help  states  sort  out  an 
appropriate  balance  between  long-term  investments  in 
basic  education  and  short-term,  market-oriented  training. 


Re-orient  State  Training  Programs  to  Rein- 
force State  Economic  Growth  Strategies.  State 
training  investments  increase  the  long-run  productivity  of 
the  workforce.  Targeting  workers  in  small-  and  medium- 
sized  firms  with  high  growth  potential  increases  economic 
competitiveness. 


Increase  the  Efficiency  of  Worker  Assistance 
Programs.  It  should  be  easier  for  workers  to  find  jobs 
and  for  employers  to  find  workers.  Transitional  assistance 
can  accelerate  the  training  and  rapid  reemployment  of 
workers. 


Develop  Programs  and  Curricula  to  Improve 
International  Understanding.  To  succeed  in  a 
global  economy  we  must  know  our  competitors.  As  the 
principal  providers  of  education  in  the  nation,  states  must 
invest  in  their  schools  and  educational  institutions  to  ensure 
their  graduates  will  be  able  to  compete  successfully  in  the 
international  arena. 
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CHAIRMEN'S  SUMMARY 


Create  Competitive  Workplaces 

The  workplaces  of  tomorrow  must  produce  high  quality  goods 
and  services.  Our  ability  to  meet  that  goal  is  determined  by 
thousands  of  decisions  made  by  large  corporations,  self-em- 
ployed entrepreneurs,  farmers,  and  others,  who  decide  what  to 
buy,  to  sell,  to  export,  and  to  build. 

No  level  of  government  has  or  should  have  significant  control 
over  these  decisions.  Yet,  governments  do  have  influence  over 
policy,  regulation,  and  resources  that  affect  the  climate  in  which 
these  decisions  are  made. 

States  are  well-positioned  to  be  active  participants  in  making 
the  private  marketplace  more  efficient.  We  can  influence  the 
development  and  application  of  new  technologies;  the  availabili- 
ty and  affordability  of  capital  and  management  assistance  for 
small  business  development;  the  quality  and  depth  of  employee- 
employer  relations  and  programs  for  employee  involvement  and 
ownership  of  businesses;  and  the  tools  and  assistance  available  to 
American  businesses  in  penetrating  export  markets. 


To  create  competitive  workplaces,  states  can: 


Stimulate  Technology  Development  by  Foster- 
ing Close  Linkages  between  the  Research  and 
Business  Communities.  The  link  between  innova- 
tion and  competitive  workplaces  is  direct.  States  need  to 
promote  technology  development  in  a  manner  consistent 
with  their  priorities,  and  establish  working  partnerships 
between  educational  and  research  institutions  and  busi- 
nesses to  focus  and  accelerate  that  research. 


Increase  the  Rate  of  Technology  Transfer  by 
Disseminating  Research  and  Development 
Information,  Particularly  to  Small-  and  Medi- 
um-sized Firms.  Rapid  commercialization  of  techno- 
logical breakthroughs  will  determine  our  future  competi- 
tiveness in  the  world  marketplace.  The  more  states  can  do  to 
accelerate  the  transfer  of  new  technologies  to  die  busi- 
nesses upon  which  our  economies  are  based,  the  more 
competitive  our  workplaces  will  be. 
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Encourage  Labor  Management  Cooperation 
and  Increased  Employee  Involvement  in  De- 
cision Making.  Employee-employer  relations  have  a 
major  effect  on  workplace  productivity  When  requested, 
states  should  assist  employees  and  employers  improve  rela- 
tions. 


Promote  State  Exports  by  Helping  Firms  Iden- 
tify and  Expand  International  Markets.  Amer 
ica  can  no  longer  stay  competitive  by  trading  with  itself;  it 
must  expand  its  reach  into  the  global  marketplace.  But 
many  of  our  most  promising  exporters  are  small  businesses 
lacking  information  on  how  to  reach  those  markets.  States 
can  use  their  existing  export  programs  as  the  base  for 
comprehensive  export  assistance  services  designed  to 
make  all  workplaces  international  traders. 


Assist  Entrepreneurs  and  Other  Small-  and 
Medium-sized  Firms  Obtain  Financial  and 
Technical  Support.  Access  to  financial  and  technical 
assistance  is  critical  to  business  growth.  States  have  a  key 
role  helping  enterprises  with  growth  potential  obtain  fi- 
nancing at  competitive  rates  and  terms.  Financing  for  small 
businesses  and  firms  in  maturing  industries  is  particularly 
important.  To  ensure  that  public  financing  is  used  effectively, 
states  should  provide  technical  assistance. 


Support  Responsive  Communities 

As  the  Governors  criss-crossed  the  United  States  in  developing 
their  framework  for  opportunity,  one  consistent  theme  emerged: 
a  community's  ability  to  respond  to  changing  economic  condi- 
tions was  a  major  difference  between  distress  and  prosperity. 
Time  and  time  again,  we  saw  examples  of  cities  and  towns  that 
had  the  tools  of  leadership  to  withstand  the  short-term  disloca- 
tions caused  by  large  plant  closings  and  turn  that  adversity  into 
economic  diversity. 

States  are  the  conduit  through  which  many  federal  assistance 
programs — for  roads  and  bridges,  job  training,  community  de- 
velopment and  income  support — are  directed  to  local  commu- 
nities. States,  therefore,  have  a  unique  opportunity  to  marshal 


these  various  resources  into  strategic  grants  that  can  ensure 
distressed  and  healthy  communities  an  opportuntiy  to  plan  for 
and  adjust  to  economic  change. 

The  state  role  is  ultimately  one  of  support — not  control.  It  is 
the  local  communities — it  is  local  leadership,  both  public  and 
private — that  will  choose  how  to  use  the  resources  and  assis- 
tance states  can  provide. 

To  help  build  responsive  communities  and  stable  econo- 
mies, states  can: 


Support  Community  Diversification  Through 
More  Effective  Direct  Infrastructure  Invest- 
ment and  Increased  Community  Access  to 
Capital.  Helping  communities  develop  and  maintain 
basic  infrastructure — the  building  block  of  productive 
economies — is  one  of  the  most  important  state  roles  in 
developing  responsive  communities. 


Promote  Diversification  Through  Develop- 
ment of  State  Recreational,  Park,  Cultural, 
and  Historical  Resources.  The  development  of  nat- 
ural resources  is  often  the  first  step  toward  accelerating 
growth  particularly  for  rural  America. 


Target  State  Resources  to  Help  Distressed 
Communities  and  Communities  of  Opportu- 
nity. State  information,  technical  assistance,  training,  and 
service  delivery  coordination  should  be  a  cornerstone  of 
economic  development  programs,  particularly  in  dis- 
tressed communities. 


Develop  A  Response  Capability  to  Assist  Com- 
munities andWorkers  Confronted  by  Disloca- 
tion. In  an  economy  undergoing  rapid  change,  states  must 
be  ready  to  help  businesses  and  workers  faced  with  disloca- 
tion. 
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CHAIRMEN'S  SUMMARY 


Implement  The  Federal  Action  Agenda 

The  challenge  ahead  is  clear.  The  states  are  ready  to  make  the 
long-term  investments  necessary  to  make  our  workforce,  work- 
places, and  communities  more  productive.  It  will  take  well- 
educated  people  who  possess  the  wide  range  of  skills  to  permit 
them  to  adapt  easily  to  rapid  economic  change.  It  will  take 
businesses  that  make  long-term  investments  in  technology  and 
training,  and  partnerships  with  academia  and  government  to 
make  sure  needed  resources  are  available.  It  will  take  communi- 
ties that  make  responsible  investments  in  the  infrastructure  that 
supports  businesses  and  helps  them  grow  and  compete. 

In  short,  to  meet  the  challenge  of  global  competitiveness, 
America  must  make  a  national  commitment  to  increase  the 
productivity  of  every  individual,  business,  and  community  in  the 
nation.  But  states  cannot  do  this  alone.  The  federal  government 
needs  to  provide  a  more  predictable  and  certain  economic 
framework,  both  domestic  and  international.  To  accomplish  this 
goal,  the  federal  government  must: 


Create  a  Fair  and  Stable  Domestic  Economic 
Environment.  The  federal  government  must  begin  by 
balancing  the  federal  budget.  Over  the  next  five  years,  this 
deficit,  that  absorbs  needed  savings  and  contributes  to  high 
interest  rates,  must  be  eliminated. 


Promote  a  Stable  International  Financial 
Framework.  Uncertainty  about  exchange  rates  and  the 
ability  to  repay  international  debt  has  been  a  deterrent  to 
trade  and  a  restraint  on  economic  growth.  The  federal 
government  can  coordinate  monetary  and  fiscal  policies 
with  our  major  trading  partners  and  assist  in  managing  the 
debt  of  less-developed  countries. 


Establish  More  Equitable  Trade  Relation- 
ships. The  United  States  must  have  more  access  to  export 
markets.  Many  countries  established  trade  barriers  after 
World  War  II  to  protect  their  domestic  economies.  Since 
then,  these  countries  have  strengthened  their  economies, 
but  they  have  not  dismantled  these  protections.  Some  of 
our  new  competitors  have  also  established  national  eco- 
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nomic  growth  policies  based  on  aggressive  efforts.  We  need 
to  promote  exports.  The  United  States  must  demand  and 
work  cooperatively  to  develop  equitable  trading  relation- 
ships with  all  nations,  both  on  a  multilateral  and  bilateral 
basis. 


Redefine  the  Federal/State  Partnership.  In  this 
constantly  changing  world  where  the  economic  currents 
move  quickly  federal  and  state  governments  need  to  re- 
define their  roles.  Federal  and  state  governments  can  more 
efficiently  promote  increased  exports,  expedite  technologi- 
cal innovation,  create  a  flexible  employment  system,  retrain 
our  workforce,  and  provide  managerial  and  financial  assis- 
tance to  our  workplaces. 

In  the  past  fifteen  years,  every  region  of  this  country  has 
witnessed  a  downturn  in  its  economy  Less  than  ten  years  ago, 
basic  manufacturing  in  the  Northeast  was  in  deep  trouble.  The 
timber  industry  in  the  Northwest  was  suffering.  Today  it  is  agri- 
culture, mining,  and  oil  in  the  West,  South,  and  Midwest.  Regional 
economic  disparities  raise  problems  not  only  for  those  who  are 
directly  affected,  but  for  the  entire  nation,  because  as  a  united 
country,  our  economy  as  a  whole  suffers  when  any  single  region 
of  our  nation  is  not  producing  or  sharing  to  the  fullest  extent 
possible.  Funds  could  be  more  effectively  targeted  to  the  areas 
that  can  benefit  most.  Articular  attention  should  be  given  to  the 
development  of  a  national  rural  development  strategy. 
Particular  attention  should  be  given  to  the  development  of  a 
national  rural  development  strategy 

Congress  and  the  President  must  make  competitiveness  a  top 
priority;  decisive  and  comprehensive  action  is  needed  in  areas 
ranging  from  restructuring  labor  market  programs  to  improving 
the  way  information  is  shared  with  states. 

A  new  federal-state  partnership  is  needed  that  acknowledges 
the  leadership  of  the  states,  calls  for  the  joint  planning  and 
coordination  of  key  domestic  programs,  and  aims  for  the  strate- 
gic use  of  limited  public  resources.  The  nation  can  no  longer 
afford  intergovernmental  duplication,  competition,  and  bureau- 
cratic barriers. 


THE  CHALLENGE  TO 
THE  AMERICAN  STATES 

Two  hundred  years  ago,  the  relationship  between  the  states 
and  the  federal  government  was  conceived  in  a  spirit  of  compro- 
mise. In  the  intervening  years,  federalism  has  developed  with  no 
specific  guidelines  to  follow.  It  has  been  left  to  mature  in  a  rapidly 
changing  world. 


Our  challenge — the  challenge  to  the  American  states — is  to 
rediscover  the  power  that  lies  inherent  within  our  system  of 
government. 

In  the  bicenntennial  year  of  the  United  States  Constitution,  the 
American  people  must  understand  what  the  founding  leadership 
always  knew:  that  the  structure  of  American  government  is  not  a 
static  administrative  arrangement;  but  a  potentially  dynamic 
means  for  forging  collective  action  at  all  levels  of  government. 

Now  is  the  time  to  use  those  means  to  cultivate  innovation  and 
establish  clear  direction  for  a  new  competitiveness  for  America. 

America  works  when  government  at  all  levels  works  to- 
gether— and  never  has  it  been  more  critical  that  we  do  so.  And 
never  have  the  states  been  more  willing  to  join  that  partnership 
and  provide  domestic  leadership. 

We  have  made  a  beginning.  Governors  are  already  implement- 
ing the  "Framework  for  Economic  Opportunity." 

The  states  initiatives  are  already  contributing  to  a  more  re- 
silient, and  competitive  U.S.  economy.  More  needs  to  be  done. 
Many  of  the  potential  state  actions  are  summarized  in  this  re- 
port— many  others  are  possible.  But  the  most  important  role  for 
state  government  is  to  work  aggressively  to  increase  national 
productivity.  Governors  are  committed  to  do  this  by  developing 
more  productive  workers,  creating  competitive  workplaces,  and 
supporting  responsive  communities.  They  want  to  MAKE 
AMERICA  WORK 


Terry  E.  Branstad 
Governor  of  Iowa 


Michael  S. 

Governor  of  Massachusetts 
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Gerald  L  Baliles 
Governor  of  Virgtnia 
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CHAPTER  ONE 

INTERNATIONAL 

COMPETITIVENESS: 

THE  CHALLENGES 

AND  OPPORTUNITIES 


CHALLENGES  AND 
OPPORTUNITIES 


The  United  States  has  awakened  to  a 
new  economic  reality 

At  the  end  of  World  War  II,  we  were  the 
only  advanced  industrial  economy  in  the 
world.  We  were  the  principal  supplier  of 
agricultural  and  manufactured  goods  to 
most  foreign  markets,  and  to  the  largest 
consumer  market  in  the  world,  our  own. 
During  die  two  decades  following  the  war, 
the  United  States  used  its  productive  ca- 
pacity to  help  rebuild  the  economies  of 
Western  Europe  and  to  support  the  eco- 
nomic development  of  many  Pacific  Basin 
and  Third  World  countries. 

This  outreach  contributed  to  an  un- 
precedented economic  expansion  at 
home  that  reinforced  our  expectations  of 
continuous  growth,  of  annual  increases  in 
the  standard  of  living,  and  of  global  eco- 
nomic and  political  pre-eminence. 


Abroad,  it  helped  create  a  generation  of 
new  competitors  able  to  meet  many  of 
their  own  market  demands  and  to  com- 
pete successfully  for  U.S.  markets.  Many  of 
these  competitors  are  resource-poor 
countries  able  to  combine  high  technolo- 
gy often  from  Japan  or  the  United  States, 
with  low-cost  labor.  Equally  important, 
many  are  pursuing  national  growth  strat- 
egies based  on  maximizing  exports. 

The  once  predictable  international 
marketplace  has  been  transformed  into 
an  interdependent,  and  rapidly  changing 
and  uncertain  market.  Industries,  regions, 
and  communities  that  once  thought  they 
were  insulated  from  the  forces  of  change 
are  now  caught  up  in  fierce  competi- 
tion— for  jobs,  for  resources,  for  markets. 
Manufacturing  workers  find  themselves 
victims  of  volatile  exchange  rates  and  the 
failure  of  some  industries  to  stay  on  the 
cutting  edge  of  technology  Farmers  find 
themselves  fighting  to  market  their  prod- 
ucts in  the  face  of  falling  commodity 
prices  and  shrinking  foreign  demand. 
Businesses  find  themselves  competing  for 
investment  capital  with  the  U.S.  govern- 
ments need  to  service  an  unprecedented 
federal  budget  deficit. 

The  competition  we  face  today  has  not 
developed  overnight.  And  it  will  take  time 
to  adjust  to  the  new  opportunities  of  the 
international  economy  Many  of  our  cur- 
rent problems  reflect  several  decades  of 
private  and  public  sector  decisions — deci- 
sions based  on  long-held  assumptions 
that  no  longer  serve  our  national  econom- 
ic interests. 

We  must  now  marshal  our  best  re- 
sources— our  people,  our  ideas,  our 
knowledge,  and  our  skills — to  adjust  to  a 
new  economic  reality,  and  create  opportu- 
nity for  every  American.  The  answer  is  not 
to  put  an  end  to  competition,  but  to  be- 
come a  more  effective  competitor. 
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"Government  can  help  open  the 

doors  for  companies:  we  can 

bring  people  together;  we  can 

provide  them  with  information, 

identify  needs.  In  so  doing,  we 

can  reduce  the  trade  deficit, 

and  create  new  jobs — good 

jobs — quality  jobs. 

Giving  an  industry  time  to 

modernize;  opening  up  a  closed 

market;  helping  small 

companies  get  into  the  export 

business;  these  are  some  of  the 

things  that  we  can  do  to  build  a 

competitive  America. 

The  world  may  be  changing. 

But  the  era  of  America's 

industrial  leadership  is  far 

from  over." 

MICHAEL  S.  DUKAKIS 

Governor  of  Massachusetts 
Tufts  University 


"For  many  of  us,  it  has  been  a 
time  of  great  stress  and  a  time 
of  dramatic  change.  We  cannot 
ignore  the  facts.  In  this  decade, 

we  have  lost  farms,  banks, 

businesses  and  people.  Those 

grim  statistics  represent  the 

past.  They  do  not  have  to  reflect 

thefuture." 

TERRY  E.  BRANSTAD 

Governor  of  Iowa 
1987  Condition  of  the  State  Message 


OUR  CHANGING 
COMPETITIVE  POSITION 

Competitiveness  is  a  complex  issue.  But 
there  are  some  indicators  that  can 
help  us  evaluate  our  changing  position: 
our  trade  balance  with  other  nations,  for 
instance,  and  the  real  earnings  and  stan- 
dard of  living  of  our  people.  Taken  to- 
gether, these  measures  paint  a  portrait  of  a 
competitive  decline  that  began  as  early  as 
the  1970s. 


Real  Earnings.  The  real  average  weekly 
earnings  of  American  workers  peaked  in 
1973.  By  1986,  it  had  declined  17  percent. 
While  there  are  obvious  problems  in  mak- 
ing international  wage  comparisons,  the 
Bureau  of  Labor  Statistics  currendy  esti- 
mates that  total  compensation  of  West  Ger- 
man production  workers  is  20  percent 
above  U.S.  levels.  Japanese  wages,  which 
were  half  those  of  workers  in  the  United 
States  two  years  ago,  are  now  at  about  80 
percent  of  the  U.S.  levels. 

Standard  of  Living.  While  trade  statis- 
tics have  received  the  most  attention  and 
have  prompted  the  most  concern,  there 
are  signs  that  the  broadest  and  most 
meaningful  indicator  of  competitiveness, 
the  U.S.  standard  of  living,  has  been  stag- 
nant. Our  standard  of  living — family  in- 
come, adjusted  for  inflation —  would  have 
declined  substantially  over  the  last  decade 
had  there  not  been  significant  increases  in 
the  number  of  families  with  two  wage 
earners.  In  short,  one  reason  we  are  keep- 
ing up  is  because  we  are  working  harder 


The  Trade  Deficit.  While  the  United 
States  registered  small  merchandise  trade 
deficits  ten  to  fifteen  years  ago,  it  was  not 
until  1983,  when  the  deficit  reached  $69 
billion,  that  there  was  cause  for  alarm. 
Since  then,  the  deficit  has  more  than  dou- 
bled. The  1986  trade  deficit  jumped  to 
$174  billion,  up  17  percent  from  1985. 
The  deterioration  in  the  U.S.  trade  posi- 
tion was  most  pronounced  in  manufac- 
tured products,  which  account  for  three- 
fourths  of  all  recorded  U.S.  trade.  In  1986, 
the  United  States  registered  the  first  deficit 
ever  in  high-technology  manufactured 
products.  The  U.  S.  current  account — the 
broadest  measure  of  trade,  incorporating 
investment  income  and  business  ser- 
vices— recorded  a  $141  billion  deficit  in 
1986  after  posting  a  surplus  only  five  years 
ago. 
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CHALLENGES  AND 
OPPORTUNITIES 


"Clearly,  we  are  a  nation  under 

economic  attack  and 

unprepared  for  the  rigors  of 

international  competition.  And 

if  we  do  not  do  something  now 

to  become  competitive,  the  next 

generation  will  become  the  first 

in  fifteen  generations  of 

Americans  to  inherit  a  standard 

of  living  lower  than  that  of  their 

parents. 

Government  alone  cannot 

repair  the  nation's  economy. 

Most  of  its  problems  can  only  be 

addressed  by  the  private  sector. 

But,  government — and 

especially  state  government — 

has  a  vital  role  in  helping  solve 

the  competition  problem." 

ROBERT  D.  ORR 

Governor  of  Indiana 
1987  State  of  the  State  Message 


HOW  DID  WE  GET  HERE? 

There  are  many  reasons  for  the  erosion 
of  the  U.S.  competitive  position,  but 
most  fall  within  three  categories:  slow  pro- 
ductivity growth,  increased  federal  budget 
deficit,  and  aggressive  trade  and  econom- 
ic policies  of  foreign  competitors.  They 
represent  the  basic  issues  we  must  ad- 
dress if  we  are  to  become  effective  com- 
petitors in  the  world  marketplace. 


Slow  Productivity.  Productivity  growth 
in  the  United  States  has  not  been  sufficient 
to  offset  the  wage  and  other  cost  increases 
incorporated  into  the  prices  of  U.S.  goods. 
Since  World  War  II,  productivity  growth 
has  fallen  consistently  The  absolute  pro- 
ductivity level  of  the  United  States  remains 
one  of  the  highest  in  the  world.  The  once 
substantial  advantage  of  U.S.  producers, 
however,  has  narrowed  considerably  or 
disappeared  altogether  in  such  key  sec- 
tors as  steel,  automobiles,  machine  tools, 
and  semiconductors. 

Many  factors  have  contributed  to  the 
slowdown  in  U.S.  productivity  growth. 
Several  can  be  easily  identified.  Others  are 
more  subtle.  In  many  cases,  the  United 
States  has  not  adequately  educated  its  stu- 
dents. Tens  of  thousands  of  American 
adults  are  functionally  illiterate  and  more 
than  one-fourth  of  today's  high  school  stu- 
dents drop  out  before  graduation.  The 
percentages  are  even  higher  among  mi- 
norities. We  have  not  always  invested  ade- 
quately in  training  our  current  workforce 
or  in  retraining  dislocated  workers. 

Technology  is  critical  to  U.S.  productivi- 
ty, both  as  it  is  transferred  into  marketable 
products,  and  as  it  is  incorporated  into 
production  processes.  The  United  States 
continues  to  outspend  other  nations  on 
research  and  development.  However, 
both  Japan  and  West  Germany  target  a 
greater  percentage  of  the  gross  national 
product  (GNP)  on  civilian  research  and 
development  than  the  United  States.  Most 
important,  the  United  States  does  not 
translate  its  scientific  breakthroughs  into 
commercially  successful  products  as  ef- 
fectively as  its  competitors. 
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"Never  in  Virginia's  history  has 

change — in  the  form  of  new 

economic  relationships, 

technology,  and  competition — 

rushed  toward  us  at  such  an 

accelerated  pace.  We  have 
quickly  arrived  within  sight  of 
the  21st  century — and  we  can 

see  a  discernible  outline  of 
unprecedented  challenge  and 
unlimited  opportunity  ahead. 
But  to  achieve  all  of  which  we 

are  capable,  to  realize  our 

Commonwealths  nearly 

boundless  potential,  requires 

that  we  must  deal  with  the 
competitive  challenges  of  the 

new  economic  landscape." 

GERALD  L.  BALILES 

Governor  of  Virginia 
1987  State  of  the  Commonwealth  Address 


The  Federal  Budget  Deficit.  The  huge 
federal  deficit  is  a  major  concern.  It  has 
mushroomed  in  recent  years  to  $221  bil- 
lion in  1986 — 53  percent  of  GNR  Current 
estimates  set  the  1987  deficit  at  $174  bil- 
lion. Such  large  deficits  decrease  the  avail- 
ability of  capital  for  business  investment 
and  increase  its  cost.  The  availability  of 
capital  at  competitive  costs  is  essential  if 
we  are  to  invest  aggressively  in  new  facto- 
ries, research  facilities,  and  automation. 
The  United  States  is  currently  borrowing 
from  abroad  to  obtain  needed  capital  to 
service  the  budget  deficit.  This  diverts  for- 
eign capital  that  might  be  used  to  pur- 
chase U.S.  goods  into  servicing  our  feder- 
al budget  deficit.  Our  large  deficit  has  also 
increased  the  value  of  the  dollar  during 
the  early  1980s,  making  U.S.  exports  more 
expensive  and  foreign  imports  cheaper. 

Foreign  Competitors.  In  the  years  fol- 
lowing World  War  II,  many  foreign  coun- 
tries established  barriers  to  imports  of 
goods  and  services  as  part  of  their  overall 
national  economic  development  strategy 
A  number  have  maintained  these  barriers 
despite  increased  economic  power,  and 
have  gone  on  to  develop  national  policies 
to  maximize  exports  to  the  large  U.S.  mar- 
ket. 


"We  are  in  a  struggle  with  the 

world — with  tough,  smart, 

competitors  in  Asia  and  western 

Europe— for  the  jobs  of  the 

future.  The  competition  over 

prosperity  is  not  of  our 

choosing,  but  it  cannot  be 

avoided.  The  winner  gains 

quality  jobs,  healthy  businesses, 

strong  communities  and  bright 

prospects  for  the  21st  century. " 

JAMES  J.  BLANCHARD 

Governor  of  Michigan 

1987  Report  to  the  People  of  Michigan  and  the 

Legislature 
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CHALLENGES  AND 
OPPORTUNITIES 


HOW  CAN  WE 

BENEFIT  FROM  THE 

NEW  ECONOMIC  REALITY? 

The  adjustments  in  the  U.S.  economy 
over  the  last  several  years  have  been 
difficult,  but  there  are  real  reasons  for 
optimism.  American  firms,  businesses, 
and  farms  are  becoming  more  efficient. 
This  efficiency,  coupled  with  the  growing 
number  of  small,  adaptable  firms,  and  our 
entrepreneurial  heritage,  indicates  that 
the  U.S.  will  respond  effectively  with  new 
technologies,  new  products,  and  new 
markets. 

The  U.S.  economy  can  regain  its  com- 
petitiveness and  its  resilience.  To  set  die 
economic  framework  for  this  resurgence, 
we  must: 

■  Reduce  the  federal  budget  deficit. 

■  Establish  more  equitable  trade  relation- 
ships. 


■  Minimize  the  economic  disparities 
across  our  states  and  regions. 

■  Increase  productivity 

The  federal  government,  of  course,  has 
the  primary  responsibility  for  reducing 
the  budget  deficit  and  concluding  equita- 
ble trade  relationships.  These  actions  are 
critical.  They  provide  the  economic  en- 
vironment for  improvements  in  interna- 
tional trade,  and  thus  economic  growth. 
Minimizing  economic  disparities  across 
regions  can  only  be  attained  by  a  true 
partnership  between  the  federal,  state, 
and  local  governments. 

Even  if  the  federal  government  elimi- 
nated the  budget  deficit  tomorrow  and 
assured  equal  access  to  international  mar- 
kets, we  still  would  have  not  addressed  the 
most  crucial  problem  we  face:  increasing 
the  productivity  of  every  individual,  busi- 
ness, and  community  in  the  nation.  It  is 
here  that  the  states  can  take  the  lead. 

A  more  productive  economy  will  re- 
quire more  productive  workers,  more  effi- 
cient workplaces,  and  more  respotisiie 
communities.  These  three  groups  make 
thousands  of  individual  decisions  each 
day  that  hold  the  key  to  our  future  eco- 
nomic vitality  It  is  the  states  role  in  these 
decisions  and  in  the  support  of  these 
groups  that  forms  the  background  for  the 
discussions  and  policy  options  presented 
in  this  report. 
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STATES:  CREATIVE  AND 
FLEXIBLE  LEADERSHIP 

How  can  the  states  help  our  workers, 
our  workplaces,  and  our  communi- 
ties develop  the  flexibility,  adaptability, 
and  responsiveness  required  to  turn  eco- 
nomic challenge  into  opportunity? 

The  states  have  a  unique  role  in  the 
quest  to  revitalize  Americas  economy. 
State  governments  are  large  enough  to 
offer  a  broad  range  of  services,  yet  they 
can  tailor  their  assistance  to  specific  chal- 
lenges and  opportunities.  And  because  of 
their  day-to-day  contact  with  citizens  and 
communities,  states  can  be  especially  re- 
sponsive, anticipating  and  supporting 
change. 

States  are  already  at  work  in  the  quest 
for  a  more  productive  America.  They  are 
leading;  they  are  providing  the  impetus 
for  change;  they  are  making  the  invest- 
ments, and  coordinating  the  polices  and 
programs  that  will  be  needed  to  help 
workers,  workplaces,  and  communities 
renew  their  competitiveness. 

The  states  have  been  laboratories  for 
change  and  experimentation  in  our  coun- 
try Increasingly,  the  impetus  for  domestic 
policy  is  coming  from  the  states.  The)' 
have  been  on  the  front  line  in  developing, 
implementing,  and  adapting  the  policies 
needed  to  respond  to  the  new  economic 
reality.  States  have  already  developed 
many  successful  prototypes  of  new  public 
and  private  partnerships,  harbingers  of  fu- 
ture cooperation  and  innovation. 

But  there  is  more  we  can  do.  To  help 
our  nation  and  our  people  become  strong 
competitors,  we  should: 


"All  of  us  in  government, 

business,  and  universities 

probably  know  fifty  thousand 

things  that  won't  make  our 

economy  more  competitive.  But 

by  now  we  know  some  things 

that  do  work.  We  must  nurture 

our  vital  new  industries  so  they 

can  produce  the  jobs  of  the 

future.  We  must  help  our  older 

industries  into  the  new  century 

with  the  latest  in  technology.  We 

must  prepare  our  people  for  the 

future  through  better  schools 

and  creative  retraining 

programs.  We  must 

communicate  better — all  of  us, 

government,  industry,  and 

academia.  And  we  must  never 

forget  that  we  must  work 

hard .  .  .to  make  America 

Number  One." 

THOMAS  H.  KEAN 

Governor  of  New  Jersey 
1987  NGA  Workshop  on  Technology 


■  Invest  Effectively  in  Education,  Job 
Training,  Infrastructure,  and  Research 
and  Development.  We  must  invest  our 
limited  resources  in  those  programs  that 
provide  for  the  greatest  long-run  contri- 
bution to  productivity  and  growth. 


■  Build  a  National  Awareness  That  We 
Now  Live  in  a  Global  Economy.    We 

must  maintain  an  international  perspec- 
tive in  all  decisions,  ranging  from  how  we 
market  our  goods  to  how  we  educate  our 
children. 
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■  Help  Citizens,  Employers,  and  Com- 
munities Anticipate  Change  and  Take 
Advantage  of  New  Opportunities.   We 

must  develop,  translate,  and  disseminate 
information  on  potential  export  markets, 
new  jobs,  and  new  technologies. 

■  Break  Down  Bureaucratic  Rigidities 
in  State  Institutions  and  Programs. 

We  must  make  state  government  more 
adaptable,  flexible,  and  responsive. 

■  Tailor  State  Services  to  the  Needs  of 
Workers,  Workplaces,  and  Communi- 
ties. We  must  continue  to  develop  pub- 
lic/private partnerships  as  a  critical  avenue 
to  attain  this  goal. 

This  report  contains  many  suggestions 
for  both  public  and  private  action  and 
cooperation.  It  identifies  a  number  of  pol- 
icy options. 

The  next  three  chapters  contain  possi- 
ble state  action  items  designed  to  help 
create  and  support  productive  workers, 
efficient  workplaces,  and  responsiie  com- 
munities. Recommendations  for  changes 
in  federal  policy  are  included  in  Chapter 
Five. 

There  is  no  one  course.  We  have  pro- 
vided a  variety  of  suggestions.  The  details 
of  each  states  and  each  regions  economic 
strategy  will  differ  to  reflect  individual 
needs,  resources,  and  goals.  But  whatever 
the  approach  or  the  strategy,  all  states 
share  a  common  goal:  We  must  help  our 
citizens  meet  the  challenges  and  benefit 
from  the  opportunities  of  a  changing 
world  economy 
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A  PRODUCTIVE  WORKFORCE 


The  foundation  of  America's  economic 
prosperity  is  its  workforce. 

Our  economy  has  been  built  by  our 
people:  researchers  unlocking  the  secrets 
of  new  technology  for  the  marketplace; 
managers  finding  new  ways  to  marshal 
human  and  capital  resources;  workers 
putting  machine  and  manufacturing 
know-how  together  to  produce  a  better 
product;  farmers  using  scientific  advances 
to  increase  Americas  ability  to  feed  a  hun- 
gry world. 

Today,  the  American  worker  is  being 
buffeted  by  unprecedented  change.  New 
technology  is  demanding  new  skills,  new 
products,  new  priorities.  Workers  are 
being  asked  to  compete  in  a  job  market 
that  increasingly  emphasizes  technical 
skills,  creativity,  and  flexibility.  The  old 
rules  are  giving  way  to  new  demands, 
forcing  fundamental  changes  in  the  way 
we  do  business  and  in  the  workforce  that 
we  educate  and  employ 

If  we  are  to  compete  in  the  global 
arena,  we  must  recognize  these  changes 
and  plan  for  them. 

First,  we  must  acknowledge  that  our 
competitors  are  moving  into  world  mar- 
kets, successfully  competing  to  supply 
those  goods  and  services  that  we  do  not 
effectively  market. 

Second,  we  must  recognize  that  pro- 
duction is  occurring  on  a  global  scale.  A 
product  may  be  designed  in  one  country, 
manufactured  in  another,  assembled  in  a 
third,  and  then  sold  throughout  the  world. 
Increasingly,  the  cost  of,  and  access  to, 
capital,  labor,  raw  materials,  technology 
and  knowledge  will  determine  produc- 
tion sites. 

Third,  we  must  understand  that  interde- 
pendence is  increasing  the  mobility  of 
manufacturing  facilities  across  national 
borders,  accelerating  economic  change, 
and  intensifying  competition. 
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The  New  American  Workforce 

A  new  American  worker  must  emerge, 
one  who  can  adapt  to  the  changes  and 
turbulence  of  an  international  economy, 
and  who  can  lead  us  into  the  21st  century. 

"We  need  workers  whose  basic  skills, 
including  communication  and  computa- 
tion, are  sufficiently  broad  to  operate  a 
wide  range  of  production  equipment,  to 
shift  tasks  as  production  methods  and  cus- 
tomers' needs  dictate,  and  to  contribute 
ideas  on  how  products  and  manufactur- 
ing can  be  improved. 

We  need  specialists  whose  knowledge 
of  engineering  and  related  sciences  en- 
ables them  to  create  highly  flexible  sys- 
tems— and  we  need  more  of  them  than 
we  have  today 

We  need  managers  whose  understand- 
ing of  marketing,  foreign  languages,  and 
business  practices  will  allow  them  to  seek 
out  new  customers  throughout  the  world, 
and  to  craft  products  and  services  for  for- 
eign markets. 

We  need  workers,  supervisors,  and 
managers,  who  are  prepared  for  changes 
that  may  require  them  to  move  from  task 
to  task,  job  to  job,  company  to  company, 
and  career  to  career — not  just  once  or 
twice  but  many  times  during  their  work- 
ing lives. 

We  are  already  making  investments  in 
the  new  American  worker  Our  total  edu- 
cation and  training  investment  in  1985  was 
$453  billion.  Forty-two  percent  of  this 
came  from  state  government  to  support 
public  elementary,  secondary,  and  post- 
secondary  education.  But  learning  cannot, 
and  does  not,  stop  at  the  schoolroom 
door  Education,  training,  and  retraining 
are  part  of  a  continuum.  There  are  no 


precise  milestones  to  mark  them.  Much 
depends  on  the  knowledge  base  of  the 
individual  and  on  the  specific  workplace 
situation. 

It  is  training  that  often  determines  life- 
long earnings,  and  provides  the  skills  for 
two  out  of  three  jobs.  The  bulk  of  train- 
ing— as  much  as  60  percent — occurs  at 
the  workplace.  Almost  one-fifth  of  non- 
workplace  training  takes  place  in  two-year 
colleges  and  technical  institutes,  with 
four-year  colleges  and  universities  provid- 
ing more  than  one-third. 

Skilled  and  productive  workers  are  the 
economic  linchpin  of  our  efforts  to  reas- 
sert competitive  leadership.  We  must  ad- 
dress their  needs  and  develop  new  strat- 
egies to  increase  their  productivity  Specif- 
ically, we  must: 

■  Improve  the  basic  competence  of  the 
emerging  workforce. 

■  Facilitate  the  training  of  scientists  and 
engineers. 

■  Foster  continuous  development  of  the 
current  labor  force. 

■  Increase  the  efficiency  of  our  labor 
markets. 

■  Heighten  our  understanding  of  global 
interdependence. 

The  challenge  to  the  states  is  immedi- 
ate: we  must  act  now  to  address  the  educa- 
tion and  training  needs  of  both  our 
emerging  workforce  and  our  current 
workforce  and  to  remove  barriers  to  mo- 
bility 


"We  live  in  a  world  economy,  as 

well  as  a  national  economy.  We 

see  factories  leaving,  and  we  see 

products  coming  back  more 
cheaply.  We  see  high-paying  jobs 

disappearing  from  mass 
production  facilities.  We  see  the 

shift  to  high  technology  with 

lower  wages  and  many  people 

aren't  prepared  to  accept  those 

jobs.  .  .  .  Our  standard  of  living, 

our  quality  of  life,  our  status  as 

a  leader  in  this  world  all 

depend  on  our  ability  to  meet 

the  dramatic  challenges  faced 

by  the  changing  world 

economy." 

BOOTH  GARDNER 

Governor  of  Washington 
1987  State  of  the  State  Message 
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A  PRODUCTIVE  WORKFORCE 


SINVERMONT 


During  the  early  implementation  of  the  Job  Training  Partnership 
Act,  the  private  sector  members  Of  the  Vermont  Consolidated 
Council  for  Employment  and  Training  helped  state  officials  articu- 
late twenty-three  basic  pre-employment  competencies  they  felt 
young  people  needed  to  get  and  keep  a  job.  The  success  of  the 
youth-oriented  services  provided  under  JTPA  is  now,  in  large 
measure,  judged  in  terms  of  how  well  students  achieve  these  skills. 
The  competencies  have  also  been  incorporated  into  the  competen- 
cy-based vocational  education  curriculum  used  in  Vermont 
schools.  Additional  work  maturity  and  occupation-specific  compe- 
tencies have  been  recognized  by  the  state  council  and  have  been 
included  in  JTPA  program  guidelines.  Vermont  has  recently  devel- 
oped "compass,"  a  comprehensive  vocational  assessment  package 
that  includes  the  23  basic  pre-employment  competencies.  All  JTPA 
youth  are  required  to  go  through  the  training,  and  any  other  job 
seekers  are  encouraged  to  do  so  as  well. 


NEW  YORK: 
VG  PROJECT 


The  Futuring  Project,  initiated  by  the  New  York  State  Office  of 
Occupational  Education  in  1981,  brought  together  500  leaders  from 
business,  industry,  and  education  for  three  days  every  other  month 
over  a  two-year  period  to  create  both  a  vision  of  what  vocational 
education  should  look  like  ten  years  hence  and  to  prepare  a  blue 
print  for  needed  changes.  As  a  result,  New  York  State  lias  restructured 
its  entire  secondary  education  curriculum  to  prepare  students  for 
current  and  future  workplace  demands.  One  fundamental  change  in 
vocational  education  curriculum  has  been  a  much  greater  emphasis 
on  instruction  in  broad  transferrable  skills  and  a  reduction  in  time 
devoted  to  instruction  in  job-specific  skills.  For  example,  students  are 
taught  basic  concepts  and  principles  underlying  technological  sys- 
tems rather  than  the  specifics  of  any  one  computer  or  technical 
system. 


THE  EMERGING  WORKFORCE 

It  is  increasingly  clear  that  our  ability  to 
compete  tomorrow  depends,  in  large 
pa,  .,  upon  the  education  of  our  children 
today 

The  nations  Governors  have  waged  an 
aggressive  campaign  to  change  the  way 
we  educate  Americas  children.  Combin- 
ing innovative  ideas  with  tougher  stan- 
dards, the  states  are  investing  heavily  in 
primary,  secondary,  and  postsecondary 
education. 

In  1986,  the  National  Governors'  Asso- 
ciation published  Time  for  Results,  a  major 
report  on  public  education  which  recom- 
mended the  adoption  of  fewer  prescrip- 
tive state  laws  and  regulations.  Instead,  it 
urged  states  to  articulate  clear  educational 
expectations,  and  then  hold  schools,  col- 
leges, and  universities  accountable  for 
their  performance.  These  recommenda- 
tions have  already  had  a  marked  effect  on 
the  national  educational  debate,  and 
sparked  a  wave  of  state  education  innova- 
tions. States  need  to  implement  these  rec- 
ommendations. 

Not  all  new  entrants  to  the  workplace 
come  straight  from  the  schoolroom.  Im- 
migrants and  homemakers,  entering  the 
labor  market  for  the  first  time  or  after  a 
long  absence,  welfare  recipients  and  the 
economically  disadvantaged  often  rely  on 
other  programs  and  institutions  for  their 
education  and  training.  There  are  also 
many  second  chance  programs  for  these 
individuals  that  are  not  part  of  the  public 
school  system.  All  of  these  additional  pro- 
grams are  vital  components  of  our  educa- 
tion and  training  system  and  must  be  used 
effectively  by  states. 

\Ce  must  now  go  a  step  further — to  en- 
sure that  schools  understand  employers 
expectations,  that  graduates  have  the  skills 
required  to  get  a  job,  and  that  employers  • 
have  a  competent  and  well-trained  work- 
force. Classroom,  boardroom,  and  shop 
floor  must  agree  on  these  expectations. 
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STATE  STRATEGY 

Build  the  Bridge  Between  the 

Classroom  and  the 

Marketplace. 

If  we  are  to  have  a  flexible,  adaptable 

workforce,  comfortable  in  a  world  of 

constant  economic  change,  there 

must  be  a  better  understanding  of 

what  students  need  to  know  to 

succeed  and  what  they  will  be  taught. 


TIME  FOR  RESULTS: 

INDIANA  SOUTH  CAROLINA,  GEORGIA,  10 


Several  states  are  implementing  the  recommendations  of  Time  for 
Results:  The  Governors'  1991  Report  on  Education. 

Indiana  has  just  passed  a  $631  million  education  reform  package, 
the  most  comprehensive  in  its  history.  A  component  of  the  A  + 
Program  is  a  $10  million  performance-based  bonus  for  schools  that 
improve  student  attendance  and  test  scores  in  English-language  arts 
and  mathematics.  Students  who  fall  below  state  achievement  stan- 
dards must  attend  remedial  classes  in  the  summer.  Schools  that 
promote  a  child  without  the  skills  needed  to  work  at  the  next  grade 
level  will  be  financially  penalized  through  the  loss  of  tuition  support 
for  that  child. 


Those  states  working  to  build  the 
bridge  between  the  classroom  and  the 
workplace  may  find  the  following 
process  useful: 

■  Establish  an  Ongoing  Forum  Which 
Includes  Representatives  of  Labor, 
Business,  Education,  and  Local  Gov- 
ernment to  Develop  Common  Goals, 
Expectations,  and  Information. 

■  Devise  Tests  and  Assessment  Tools  to 
Measure  the  Knowledge  of  Students. 

Evaluate  their  effectiveness  in  relation  to 
actual  job  performance. 


South  Carolina  has  authorized  state  intervention  in  seriously 
impaired  school  districts.  Districts  are  so  designated  when  they 
fail  to  meet  two-thirds  of  minimum  standards  on  student  test 
scores  and  three-fourths  of  accreditation  standards  for  items  such 
as  teacher  attendance  and  school  dropout  rates.  Districts  that  do 
not  comply  after  team  visits,  assistance  from  the  state  department, 
and  other  steps  will  have  a  state-appointed  replacement  for  the 
local  superintendent  until  the  local  board  finds  a  replacement. 


Georgia's  Quality  Basic  Education  Act  of  1984  provides  for  state 
takeover  of  low-performing  districts  as  the  final  step  in  efforts  to 
improve  district  performance.  Schools  and  school  districts  are 
evaluated  on  standards  for  school  performance.  Districts  and 
schools  that  are  deficient  in  meeting  standards  must  submit  and 
implement  a  corrective  plan.  Non-complying  schools  and  districts 
may  be  required  to  increase  their  local  share  of  funding  and, 
ultimately,  may  be  taken  over  by  the  state. 


Iowa  is  instituting  a  $100  million  Excellence  in  Education  Fund  to 
keep  the  state's  best  teachers  at  work  in  the  classrooms  and  to 
develop  performance-based  pay  programs  to  enhance  quality  in 
Iowa's  public  schools.  The  performance-based  incentives  will  be 
developed  by  groups  of  local  educators,  parents,  and  community 
leaders  appointed  by  school  board  members. 


PAGE  13  i 


A  PRODUCTIVE  WORKFORCE 


The  Governor's  Commission  on 

Michigan,  chaired  by  Lee  Iacocca  and  Dong  Fraser,  has  accepted 
the  Governor's  challenge  to  develop  a  set  of  basic  employability 
standards  for  entry-level  jobs  of  the  future. 

The  charge  is  to  define,  in  a  way  that  is  measurable,  "the 
cognitive  and  social  skills  our  graduates  need  to  be  employable 
now  and  in  the  future,  in  order  to  ensure  that  individuals  have  the 
basic  skills  they  need  to  obtain  a  quality  job  in  today's  changing 
economy." 

The  commission  hopes  to  arrive  at  an  assessment,  or  test,  to 
measure  basic  skills.  With  the  credibility  of  the  private  sector 
behind  the  standards,  it  is  believed  the  school  districts,  parents 
and  students  will  want  to  voluntarily  participate  in  the  assessment. 
Employers  may  want  to  know  whether  prospective  hirees  have 
"passed."  Such  a  measure,  it  is  believed,  can  be  a  powerful  force  in 
driving  the  output  of  a  decentralized,  and  locally  autonomous 
school  system,  as  well  as  state-funded  job  training  programs. 

The  commission  will  be  supported  in  its  work  by  a  Cabinet 
Council  on  Human  Investment.  The  council  includes  the  Governor's 
chief  of  staff,  the  state  treasurer,  the  directors  of  the  Labor, 
Commerce,  and  Social  Services  Departments,  the  director  of  Gov- 
ernor's Office  of  Job  Training,  the  chair  of  the  State  Job  Training 
Coordinating  Council,  the  superintendent  of  schools,  and  the 
directors  of  the  Departments  of  Mental  Health,  Public  Health  and 
Management  and  Budget. 

In  the  Governor's  words,  "A  fundamental  step  in  this  process  will 
be  the  recognition  that  public  investment  of  scarce  resources 
should  be  demand-driven  and  must  measure  outcomes.  Targeted 
public  investment  can  leverage  and  accelerate  behavior  changes  on 
the  parts  of  both  workers  and  employers," 


■  Notify  the  Education  and  Training 
Communities.  States  should  notify 
those  providing  education  and  training 
services  that  these  measures  may  be  used 
in  evaluating  their  performance. 

■  Provide  Information  to  Students.   It 

is  important  that  students  understand  die 
testing  and  assessment  process  and  have 
relevant  instruction  materials  to  prepare 
for  those  evaluations. 
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SCIENTISTS  AND  ENGINEERS 

Time  for  Results  recognized  die  need  to 
ensure  that  sufficient  numbers  of  quali- 
fied teachers  will  be  available  to  teach  our 
youth,  but  we  must  also  be  concerned 
with  the  number  of  graduates  who  have 
specific  scientific  and  technical  skills.  In 
many  cases,  these  highly  skilled  workers 
will  hold  the  key  to  our  economic  future. 

A  National  Science  Foundation  study  in 
1987  found  that  job  opportunities  for  sci- 
entists and  engineers  increased  three 
times  faster  than  total  U.  S.  employment 
and  twice  as  fast  as  total  professional  em- 
ployment during  the  last  decade.  Al- 
though there  has  been  a  60  percent  in- 
crease in  scientists  and  engineers  en- 
gaged in  industrial  research,  we  are  still 
not  graduating  enough  engineers  to  meet 
the  growing  demand.  U.S.  colleges  and 
universities  currendy  award  science  and 
engineering  degrees  to  a  smaller  fraction 
of  graduadng  classes  than  they  did  in  the 
1960s.  Fewer  college  graduates  are  going 
on  to  pursue  advanced  degrees.  More- 
over, the  effects  of  post-baby  boom  demo- 
graphic shifts  have  resulted  in  a  drop  in 
the  number  of  potential  students  who 
could  seek  advanced  degrees.  This  de- 
cline will  continue  into  the  next  century 
Just  to  maintain  the  status  quo  will  require 
a  50  percent  increase  in  the  proportion  of 
undergraduates  attracted  to  science  and 
engineering,  and  the  trends  are  not  en- 
couraging. 


"Today's  students  will  be  adults 

when  this  century  turns  into  the 

next  millium  in  the  year  2000, 

and  they  must  be  equipped  with 

a  good  basic  education.  The 

basics  of  reading,  writing, 

arithmetic,  and  respect — the 

ultimate  vocation  courses,  will 

be  the  survival  skills  in  an 
increasingly  specialized  world." 

JAMES  G.  MARTIN 

Governor  of  North  Carolina 
Inaugural  Address 
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A  PRODUCTIVE  WORKFORCE 


At  least  twenty-three  states  now  offer  prospective  teachers  alter- 
native routes  to  certification  that  permit  approved  candidates, 
usually  liberal  arts  graduates,  to  qualify  through  internship,  spe- 
cial courses,  or  performance  assessment. 

A  variety  of  approaches  are  used  to  attract  and  hold  teachers  in 
high  need  subject  areas  such  as  science,  mathematics,  special 
education,  or  for  geographic  areas  which  experience  severe  teach- 
er shortages  (remote  rural,  inner  city): 

South  Carolina  combines  an  alternative  route  with  tuition  loans 
for  prospective  teachers  in  high-need  areas. 

Florida  provides  loans  and  scholarships. 

Nebraska  and  Ohio  offer  loans  with  forgiveness  provisions. 

Kentucky,  Tennessee,  and  Virginia  provide  scholarships. 


STATESTRATEGY 

Increase  the  Quantity  and 

Quality  of  Scientists  and 

Engineers. 

A  technology-based  economy  where 

innovation  is  the  key  to 

competitiveness  requires  a  highly 

educated  and  trained  labor  force  with 

an  expanding  pool  of  scientists  and 

engineers. 
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•  Statt 


'es  can: 


■  Help  Local  Districts  Enhance  the 
Math  and  Science  Instruction  in  the 
K-12  System.  The  quality  and  quantity  of 
teachers  in  these  critical  areas  must  be 
improved.  States  may  also  want  to  consid- 
er use  of  scholarships,  grants,  loans,  and 
alternative  certificate  paths  for  teachers. 

■  Provide  More  Specialized  School  Set- 
tings that  Emphasize  Math  and  Sci- 
ence, Including  Summer  Institutes  for 
Promising  Students. 

■  Generate  More  Scholarships  for  Stu- 
dents Pursuing  Engineering  and  Other 
Science  Degrees.  To  the  extent  possible, 
states  should  leverage  resources  from  the 
private  sector. 

■  Promote  Postsecondary  Courses 
Which  Take  an  Interdisciplinary  Ap- 
proach to  Science,  Engineering,  and 
Business. 


MATH  AND  SCIENCE  IN  SOUTH 


WtWKikW 


Sooth  Carolina  has  approved  $200,000  in  seed  money  for  a  math 
and  science  high  school,  scheduled  to  open  in  1988,  to  bring 
together  the  state's  top  high  school  juniors  and  seniors  for  two 
years  of  intense  study  under  demanding  teachers  in  a  boarding 
school  atmosphere. 


MIT:  BROADENING 
ENGINEERING  EDU 


The  Massachusetts  Institute  of  Technology,  a  private  institution  of 
world-class  standing,  has  taken  the  first  step  in  a  long-term  effort 
to  broaden  the  education  of  engineering  students.  Undergraduates 
at  MIT  will  be  required  to  pursue  more  systematic  study  of  the 
arts,  humanities,  and  social  sciences.  Starting  with  the  freshman 
class  in  1988,  undergraduates  will  be  required  to  take  at  least 
three  courses  that  stress  snch  fundamental  academic  themes  as 
literary  traditions  and  the  origins  of  political  institutions. 
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A  PRODUCTIVE  WORKFORCE 


ENHANCING  MATURE  INDUSTRIES' 
WORKFORCES  IN  INDIANA 


Indiana  established  Ine  Bask  Industry  Retraining  Program  (BIRT)  in 
1982  to  help  the  workforce  of  existing  mature  industries — such  as 
transportation,  heavy  machinery,  auto,  and  steel — that  are  expand- 
ing, modernizing,  or  developing  new  technology.  BIRT  provides  re- 
training assistance  when  the  need  for  retraining  is  directly  related  to 
investments  in  capital  equipment  or  technologies.  The  company  deter- 
mines what  kind  of  training  is  appropriate.  Between  10  percent  and 
50  percent  of  eligible  training  costs  can  be  covered,  depending  on  the 
amount  of  the  company's  new  capital  investment  Trainee  wages  are 
not  eligible  for  reimbursement. 


TA  TECHNICAL  INSTITUTES 


Three  Minnesota  technical  institutes  have  been  pioneers  in  creating 
more  flexible  learning  programs.  A  person  entering  a  program  is 
tested  and  placed  at  the  appropriate  level  based  on  their  prior 
experience  and/or  study.  The  student  progresses  at  his  or  her  own 
rate  guided  by  an  instructor  through  a  curriculum  designed  in  concert 
with  industry  representatives.  The  graduation  certificate  is  received 
when  the  student  can  demonstrate  mastery  of  the  competencies. 
Enrollment  periods  have  become  more  flexible  as  the  result  of  this 
self-paced  study  approach  and  in  some  institutes,  it  is  now  possible 
for  new  people  to  enroll  at  the  beginning  of  each  week. 


THE  CURRENT  LABOR  FORCE 

Building  tomorrow's  workforce  will 
not  solve  todays  competitiveness  prob- 
lems. Three-fourths  of  the  people  work- 
ing in  the  year  2000  have  already  entered 
the  workforce.  Thus,  over  the  next  ten  to 
twenty  years,  it  will  be  the  productivity  of 
the  current  labor  force,  not  the  emerging 
one,  that  will  determine  the  competitive- 
ness of  the  U.S.  economy 

Many  in  our  workforce  are  not 
equipped  to  meet  the  challenges  at  hand. 
Too  many  of  our  workers — managers, 
technicians  and  production  workers 
alike — are  narrowly  trained  and  can  not 
easily  adapt  to  rapidly  changing  economic 
conditions. 

To  address  these  needs,  we  must  re- 
think our  approach  to  training — both 
who  will  require  it  and  how  we  will  pro- 
vide it.  Just  as  the  emerging  worker  needs 
better  schools,  the  current  worker  needs 
stronger  training  programs,  not  only  for 
those  in  technical  and  manufacturing  jobs, 
but  for  management  as  well.  Because 
states  have  control  over  most  of  the  post- 
secondary  institutions  and  a  variety  of 
training  and  placement  programs,  they 
can  help  strengthen  existing  on-the-job 
training  programs  by  working  coopera- 
tively with  business  and  labor  leaders. 

Community  colleges  have  played  an  es- 
pecially important  role  in  occupational 
and  technical  training  during  the  last 
twenty  years.  State  and  local  governments 
invested  $11.6  billion  to  support  these 
institutions  in  1986.  The  most  successful 
of  these  have  reached  out  to  local  business 
communities  and  designed  flexible,  mar- 
ket-oriented training  courses  to  meet  the 
needs  of  both  workers  and  businesses. 
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States  have  also  initiated  many  new 
competitiveness  programs  aimed  at  re- 
training thousands  of  workers  who  have 
lost  their  jobs  due  to  economic  disloca- 
tion. Some  state  initiatives,  set  up  with  the 
private  sector,  have  focused  on  retention 
strategies  which  provide  training  to  firms 
that  reduce  the  number  of  layoffs.  These 
programs  are  based  on  the  assumption 
that  an  effective  human  resource  strategy 
is  an  essential  element  of  competitiveness. 

States  have  been  appropriating  their 
own  funds  for  job  training  since  the 
mid-1950s  when  customized  job  training 
programs  were  established.  Initially  de- 
signed as  an  industrial  recruitment  incen- 
tive, they  now  exist  in  all  fifty  states  with 
funding  ranging  from  $45,000  to  $12  mil- 
lion a  year.  While  many  of  these  programs 
are  still  used  as  attraction  tools,  the  trend 
is  clearly  toward  a  new  emphasis  on  job 
retention  and  expansion.  Programs  initiat- 
ed in  the  last  few  years  are  generally  job 
specific.  Most  have  extremely  high  place- 
ment rates — over  90  percent — and  are 
based  on  close  working  relationships  with 
the  private  sector. 

Strengthening  Private 
Industry  Training 

Training  is  now  part  of  the  economic 
equation  of  many  successful  businesses. 
For  these  businesses,  training  investments 
are  seen  as  an  integral  component  of  cap- 
ital investments.  In  many  others,  the  mes- 
sage has  yet  to  be  heard. 

It  is  estimated  that  the  value  of  informal 
on-the-job  training  provided  by  Americas 
employers  is  $180  billion,  with  an  addi- 
tional $30  billion  spent  each  year  on  for- 
mal training  courses.  Some  of  this  training 
is  done  explicitly  to  increase  the  skills 
base  and  productivity  of  employees.  But  a 
great  deal  of  it  simply  replaces  one  set  of 
narrow  skills  with  another. 


IOWA:  NEW  JOBS  TRAINING  PROGRAM 


Iowa's  Industrial  New  Jobs  Training  Program  provides  a  creative 
financing  mechanism  for  new  and  expanding  businesses  in  the 
state.  It  is  a  tax  increment  paid  for  by  revenues  generated  by  the 
company's  investment  in  Iowa.  In  other  words,  property  taxes  on 
new  machinery,  added  building  value,  and  equipment,  plus  a 
portion  of  the  employees'  state  withholding  taxes  are  diverted  to 
pay  for  the  training.  These  are  normally  paid  over  a  ten-year 
period.  Tax-exempt  training  certificates  are  sold  to  pay  for  the  up- 
front cost  of  training. 

The  Iowa  Department  of  Economic  Development  provides  tech- 
nical assistance  and  oversight  to  the  area  local  community  colleges 
to  provide  training.  These  schools  administer  the  program.  Train- 
ing packages  are  tailored  to  each  company's  needs  and  can  include 
such  things  as  on-the-job  training  of  workers  in  the  new  jobs, 
skills  assessment  and  testing,  and  in-plant  instruction  by  company 
instructors.  In  addition  to  providing  training  reimbursements  to 
the  company,  the  training  program  entitles  the  company  to  a  new 
jobs  tax  credit  for  each  new  job. 


While  states  have  no  direct  role  in  the 
management  decisions  of  private  busi- 
nesses, the  training  decisions  businesses 
make  have  a  direct  effect  upon  the  com- 
petitiveness of  the  states  economy  and  the 
well-being  of  its  people. 

Private  sector  training  currently  suffers 
from  many  of  the  same  shortcomings  in- 
herent in  the  public  system;  that  is,  train- 
ing for  narrowly  defined  tasks  as  opposed 
to  investment  in  the  broader  skills  needed 
for  the  changing  workplace.  Just  as  the 
public  sector  needs  to  refocus  its  efforts, 
the  private  sector  must  also  begin  to  shift 
its  emphasis  if  we  are  to  increase  the  pro- 
ductivity of  our  workers. 
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A  PRODUCTIVE  WORKFORCE 


The  Governor  formed  a  Task  Force  on  Employment  in  early  1987  to 
coordinate  the  activities  of  all  providers  of  training.  It  includes  State 
Commissioners  of  Labor,  Education,  Commerce  and  Economic  Devel- 
opment, Community  Affairs,  and  Human  Services,  the  Chancellor  of 
Higher  Education,  and  the  Chair  of  the  State  Job  Training  Coordinat- 
ing Council.  The  task  force  is  charged  with  devising  ways  to  ensure 
that  economically  disadvantaged  persons  have  education  and  training 
opportunities. 

The  task  force  will  seek  to  expand  the  role  of  the  private  sector  in 
the  employment  and  training  system,  identify  ways  to  prepare  the 
labor  force  for  the  future's  changing  labor  market,  and  improve  or 
eliminate  ineffective  job  training  programs.  It  will  also  develop  a 
common  policy  to  govern  employment  and  training  activities  of  the 
various  systems  represented  on  the  task  force.  The  task  force  is 
preparing  a  report  for  the  Governor  which  profiles  the  existing 
employment  and  training  system,  projects  likely  changes  in  labor 
demand  and  supply,  and  outlines  actions  needed  to  adapt  the  system 
to  the  state's  evolving  economy. 


STATE  STRATEGY 

Encourage  the  Private  Sector  to 

Invest  in  Training  that 

Emphasizes  the  Broader  Skills 

Necessary  for  a  More  Flexible 

Workforce. 

Collaboration  with  the  private  sector 
can  help  states  sort  out  an 
appropriate  balance  between  long- 
term  investments  in  basic  education 
and  short-term,  market-oriented 
training  and  retraining.  It  can  also 
reinforce  the  understanding  that 
investment  in  worker  training  is  in 
the  economic  self-interest  of 
employers  and  employees. 
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Upgrading  State 
Training  Programs 

If  states  are  to  use  public  resources  to 
complement  private  sector  dollars,  they 
will  need  to  develop  a  coordinated  and 
focused  plan  to  augment  private  sector 
investments.  Such  a  strategy  could  target 
state  monies  for  training  and  educational 
infrastructure  which  are  consistent  with 
state  and  local  economic  development 
strategies.  Similarly,  states  can  use  their 
funds  to  increase  the  effectiveness  of  fed- 
eral training  programs  by  providing  train- 
ing to  workers  before  they  are  dislocated 
or  to  individuals  who  do  not  meet  re- 
strictive eligibility  requirements.  Focusing 
a  portion  of  state  funds  on  the  training 
needs  of  small-  and  medium-sized  firms 
will  increase  the  effectiveness  of  a  "grow 
your  own"  economic  development  strat- 
egy There  is  a  need  to  accommodate  the 
realities  faced  by  these  firms.  In  many 
cases,  they  underinvest  in  the  early  years 
because  they  are  operating  with  limited 
capital  and  need  to  reinvest  their  profits  to 
grow.  Their  size  often  precludes  develop- 
ment of  an  in-house  training  capacity  Stra- 
tegically, these  firms  should  not  be  ig- 
nored. In  the  last  ten  years,  small 
businesses  have  accounted  for  more  than 
three-quarters  of  all  new  jobs. 


MISSOURI  JOB  DEVELOPMENT 


mm 


to  fill  the  gaps  of  other  state  and  federal 
training  programs,  Missouri  set  up  the  Job  Development  Fund  in 
1986.  The  fund's  goal  is  to  create  a  flexible  employer-specific  training 
program  as  part  of  the  state's  economic  diversification  plan.  The  fund 
is  divided  into  two  parts,  both  of  which  require  a  company  to  make  a 
"substantial"  capital  investment  This  is  defined  as  either  a  minimum 
of  $  1  million  or  a  minimum  of  five  times  greater  than  the  amount  of 
the  requested  training  project's  costs.  One  part,  the  Basic  Industry 
Retraining  Program,  provides  help  for  the  retraining  or  upgrading  of 
current  employees'  skills  which  are  required  to  support  a  new  capital 
investment  The  goal  is  job  retention  and  improved  productivity.  The 
New  and  Expanding  Industry  Training  Program  provides  assistance 
for  training,  retraining,  or  upgrading  of  the  skills  of  potential  em- 
ployees. This  help  is  available  only  for  industries  whose  investments 
relate  directly  to  a  projected  increase  in  employment 

The  $6  million  fund  has  been  notably  successful  in  meshing  its 
resources  with  those  of  JTPA,  vocational  education,  and  Trade  Adjust- 
ment Assistance,  and  in  coordinating  its  work  with  those  of  local 
operators  and  the  state  employment  security  system. 


FLORIDA'S  HIGH  TECHNOLOGY 
INDUSTRY  COUNCIL 


Florida's  High  Technology  Industry  Council  has  identified  ten  elec- 
tronics centers  from  the  vocational  technical  schools  and  community 
colleges  throughout  the  state  to  help  increase  the  supply  of  trained 
graduates  able  to  meet  the  specific  needs  of  the  electronics  industry. 
The  state  has  spent  almost  $1.3  million  to  purchase  state-of-the-art 
equipment,  supplies,  and  technical  training  for  teachers.  Early  data 
indicate  that  there  is  an  increased  demand  for  training  and  that 
students  at  the  centers  learn  at  an  accelerated  pace.  The  student 
drop-out  rate  is  20  percent  less  than  in  conventional  electronics 
programs. 
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In  1981,  Massachusetts  set  up  the  Bay  State  Skills  Corporation 
(BSSC),  a  quasi-public,  state-funded  organization  designed  to  in- 
crease the  supply  of  skilled  workers  in  die  state.  BSSC  acts  as  a 
catalyst  to  bring  business  and  industry  together  with  educational 
institutions,  and  to  fund  those  educational  institutions  to  train  people 
for  new  and  changing  jobs.  Matching  grants  are  required  from  the 
participating  companies.  Dislocated  workers,  the  economically  dis- 
advantaged, and  recipients  of  public  assistance  are  actively  recruited 
for  training. 

The  Bay  State  program  has  served  as  a  model  for  skills  corpora- 
tions in  Florida,  Kentucky,  Minnesota,  and  Washington.  While  each 
program  is  a  bit  different,  they  all  focus  on  building  mutually 
beneficial  public/private  partnerships  through  which  individuals  can 
receive  the  training  they  need  to  get  or  keep  jobs. 

The  five  skills  corporations  attempt  to  build  education  and  busi- 
ness partnerships  that  will  outlast  any  particular  program.  One  of  the 
major  goals  of  skills  corporations  is  to  build  the  capacity  of  public 
educational  facilities  to  increase  their  relevance  and  responsiveness. 
This  sometimes  involves  providing  seed  money  for  a  vocational 
school  to  work  with  a  company  in  setting  up  a  faculty  development 
program.  Once  the  project  has  begun,  the  ongoing  needs  of  the 
company  can  be  met  through  continued  cooperation  with  the  school. 
Educational  institutions  are  often  encouraged  to  establish  ties  with  a 
consortium  of  employers  who  have  common  skill-training  require- 
ments. For  example,  Kentucky's  Bluegrass  State  Skills  Corporation 
provided  assistance  to  the  industrial  technology  departments  of  two 
universities  to  improve  their  curriculums  and  to  help  related  area 
industries  with  such  things  as  robotics,  CAD/CAM,  and  flexible  man- 
ufacturing. 

The  skills  corporations  pride  themselves  on  generating  large 
private  matches.  In  Florida,  the  $700,000  in  state  funds  appropriated 
in  1986  for  the  Sunshine  State  Skills  Corporation  generated  an 
additional  $2,253,048  in  business  contributions.  Florida's  program 
works  through  the  community  college  system  and  is  targeted  to  new, 
expanding,  and  diversifying  industries.  By  the  end  of  1986,  the 
Minnesota  Job  Skills  Partnership  found  that  $1.5  million  in  partner- 
ship funds  had  generated  $2.4  million  in  private  matches  since  the 
program  was  created  in  1983.  The  Minnesota  program  focuses  very 
strongly  on  enhancing  education's  capacity  to  respond  to  businesses' 
changing  needs  and  has  been  very  successful  in  rural  areas.  In  fiscal 
1986,  the  Washington  State  Commission  for  Vocational  Education 
obligated  $1.8  million  for  projects  under  the  Washington  Job  Skills 
Partnership  (JSPX  against  which  the  private  sector  invested  over  $2. 1 
million.  The  JSP  has  helped  to  increase  interagency  coordination, 
foster  industry-education  partnerships,  and  develop  training  curric- 
ula. 


STATE  STRATEGY 

Re-orient  State  Training 
Programs  to  Reinforce  State 
Economic  Growth  Strategies. 

State  training  investments  increase 
the  long-run  productivity  of  the 
workforce.  Targeting  workers  in 

small-  and  medium-sized  firms  with 

high  growth  potential  increases 

economic  competitiveness. 


Prior  to  adopting  a  training  strategy, 
states  should  evaluate  the  current  array  of 
programs  to  see  if  they  represent  a  co- 
herant  system.  This  can  be  done  by  identi- 
fying all  current  sources  of  funding,  pro- 
viders, and  cost  and  duration  of  all 
training  or  retraining.  This  information 
can  be  used  to  determine  how  these  ex- 
penditures complement  an  economic 
growth  strategy.  The  information  can  also 
be  used  to  ensure  that  public  investments 
in  job  training  promotes  long-term  securi- 
ty and  reasonable  wages  for  employees.  A 
public/private  forum  can  be  established  to 
assess  state  programs  on  a  continuing 
basis. 

This  process  can  help  develop  resource 
allocation  strategies.  While  each  states 
plan  will  differ,  it  will  contribute  toward  a 
more  effective  set  of  state  programs. 


PAGE  22 


StClti 


es  can: 


■  Explore  Alternative  Financing. 

States  may  want  to  create  a  special  fund 
dedicated  to  job  training.  Establishing  a 
revolving  loan  account  to  finance  em- 
ployee training  is  another  alternative. 

■  Target  Training  Resources.  Re- 
sources can  be  redirected  to  ensure  that 
state-supported  vocational  and  technical 
training  are  targeted  to  high-demand  oc- 
cupations. 

■  Create  an  Independent  Skills  Corpo- 
ration. Such  a  corporation  could  func- 
tion as  a  broker  between  industry  and 
training  institutions,  developing  curricula 
that  meet  the  needs  of  employers.  Em- 
ployers may  share  training  costs.  The  cor- 
poration would  be  administered  by  a 
board  primarily  from  the  private  sector. 

■  Provide  Training  for  Individuals  In- 
terested in  Self -employment.  Training 
can  be  provided  for  dislocated  workers 
interested  in  using  their  skills  to  start  their 
own  business.  Programs  should  be  struc- 
tured to  permit  self-employed  workers  to 
learn  management  techniques. 

■  Establish  New  Funding  Processes. 

All  training  funds  could  be  allocated  based 
upon  a  joint  employee-employer  plan.  All 
training  could  then  be  provided  through  a 
competitive  bidding  process. 

■  Create  Mechanisms  for  Providers  to 
Share  Training  Methods  and  Curricu- 
la. Telecommunications,  video  technol- 
ogy, and  television  can  be  used  for  training 
instruction.  Self-paced  instructional 
guides  can  be  developed  for  use  at  home 
or  work. 

■  Pool  Resources  from  a  Variety  of 
State  and  Federal  Sources  to  Purchase 
Computer-based  Instructional  Mate- 
rials at  Reduced  Costs. 


WORKER  TRAINING 

IN  CALIFORNIA  AND  DEIAWRE 


California  established  the  Employment  Training  Panel  (ETP)  in  1983 
to  train  and  retrain  dislocated  and  potentially  dislocated  workers. 
The  program  is  funded  by  a  special .  1  percent  tax  levied  on  specified 
employers  in  addition  to  their  regular  unemployment  insurance  taxes. 
It  is  based  on  the  premise  that  job  training  can  prevent  unemploy- 
ment, put  currently  unemployed  people  back  to  work,  and  increase 
business'  productivity  and  competitiveness.  Policymakers  also  hope  to 
avert  future  drain  on  die  unemployment  insurance  system.  The  first 
long-term  follow-up  study  of  the  panel  was  completed  in  November 
1986.  It  found  that  trainees  wages  increased  55  percent  after  training 
and  that  unemployment  decreased  63  percent  over  the  period  begin- 
ning one  year  prior  to  training  and  ending  one  year  after  completion. 

The  panel  contracts  with  employers  and  schools  to  conduct  train- 
ing. Employers  and  unions  control  the  training  program,  and  the 
panel  demands  results.  All  funds  are  tied  to  trainees  remaining  on  die 
job  for  ninety  days. 

The  Delaware  Blue-Collar  Jobs  Act  was  passed  in  1984.  Training 
funds  are  generated  by  a .  1  percent  training  tax  on  the  first  $8500.00 
of  wages  per  employee  per  year,  which  is  paid  by  employers  covered 
under  Delaware's  Unemployment  Insurance  system.  One  fourth  of  the 
money  goes  to  the  state's  economic  development  office  to  assist  new 
and  expanding  industries,  and  the  remainder  is  co-administered  by 
the  Department  of  Labor  and  Private  Industry  Council.  Blue-Collar 
Jobs  mainly  targets  to  dislocated  workers  and  youth  through  school- 
to-work  transition  programs.  The  program  stresses  outcomes,  and  all 
contracting  is  performance-based. 


ARKANSAS: 


Since  1983,  Arkansas  has  moved  steadily  to  link  the  state's  voca- 
tional and  technical  schools  and  the  private  sector.  The  Governor 
created  a  program  consisting  of  sixteen  industrial  coordinators 
who  are  "circuit-riders,"  moving  around  the  state  to  meet  with 
local  business  employers  and  help  them  determine  their  employ- 
ees' training  needs.  Once  the  specific  needs  have  been  established, 
the  industrial  coordinators  work  with  the  state's  vo-tech  schools  to 
set  up  training  and  retraining  programs  at  the  workplace  or  in  a 
vo-tech  school,  whichever  is  more  appropriate.  In  1985-1986,  the 
program  resulted  in  almost  1,000  skill  training  classes  totaling 
565,000  hours. 
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NING  IN  OHIO 


Ohio  responded  to  the  need  to  help  create  new  careers  for  dislo- 
cated workers  by  supporting  seven  entrepreneurial  training  proj- 
ects serving  approximately  300  workers  through  Title  III  of  the  Job 
Training  Partnership  Act.  The  training  programs  were  conducted 
in  conjunction  with  the  state  university,  vocational  schools,  a 
Chamber  of  Commerce,  and  community-based  organizations.  A 
Task  Force  on  Dislocated  Workers  of  the  State  Job  Training  Coordi- 
nating Council  assisted  in  the  initial  development  of  the  projects. 


Iowa,  Michigan,  Minnesota,  Mississippi,  New  Jersey,  and  New  York 
are  in  the  planning  stages  to  test  the  viability  of  self-employment  as 
a  route  to  self-sufficiency  for  welfare  recipients.  Each  state  will 
mount  pilot  projects  of  entrepreneurial  training  and  counseling, 
accompanied  by  access  to  small  loans.  A  combination  of  state, 
federal,  and  private  resources  are  being  used  to  finance  these  pilot 
projects  that  are  to  be  tested  over  time. 


1KI\W 


'ENT 


EFFICIENT  LABOR  MARKETS 

Most  markets  in  the  United  States  func- 
tion efficiently  The  various  buyers 
and  sellers  know  the  range  of  goods  and 
services  that  they  can  buy  and  sell  at  vari- 
ous prices.  The  way  we  match  jobs  to 
workers,  however,  is  not  an  efficient  pro- 
cess. This  is  due  partly  to  the  lack  of  infor- 
mation on  the  location  of  new  jobs,  wage 
rates,  and  the  required  skills,  as  well  as  on 


our  labor  supply  Labor  market  efficiency 
is  also  limited  by  the  barriers  which  re- 
stria  the  mobility  of  workers — the  lack  of 
portable  pensions  and  health  plans,  for 
example.  Furthermore,  certain  rigidities 
in  our  labor  exchange  and  transitional 
assistance  restrict  the  use  of  these  funds, 
in  turn  hindering  the  quick  re-employ- 
ment of  workers. 

Some  existing  income  support  pro- 
grams do  not  assist  workers  in  transition. 
Ten  million  people  have  lost  their  jobs 
since  1981.  This  dislocation  has  not  only 
placed  a  strain  on  these  individuals  and 
their  families,  it  has  stretched  the  institu- 
tions and  safety  net  programs  provided  by 
government.  A  more  efficient  labor  mar- 
ket will  add  to  productivity  by  effectively 
matching  workers  to  jobs  and  allowing  for 
more  cost-effective  training  and  more 
rapid  re-employment. 

Over  80  percent  of  the  workforce  finds 
jobs  through  informal  networks  of  family 
and  friends,  or  through  college  place- 
ment offices  and  newspapers.  Public  and 
private  employment  agencies  assist  the 
other  20  percent.  Within  the  public  sector, 
government-supported  institutions  pro- 
vide job  search  and  job  matching  services. 
Many  provide  services  to  specific  target 
populations  such  as  welfare  recipients, 
handicapped  individuals,  or  older  work- 
ers. Others  are  integrated  into  a  "full  ser- 
vice" program  offered  through  the  Private 
Industry  Councils  established  by  the  Job 
Training  Partnership  Act.  Yet  the  oldest 
government  labor  exchange  service,  the 
U.S.  Employment  Service,  which  has 
served  the  nation  well  for  more  than  half  a 
century,  now  is  confronted  with  a  new 
challenge — meeting  the  changing  needs 
of  today's  labor  markets.  With  recent 
changes  in  federal  law,  Governors  have 
the  opportunity  to  refocus  these  institu- 
tions. 
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Increase  the  Efficiency  of 
Worker  Assistance  Programs. 

It  should  be  easier  for  workers  to  find 

jobs  and  employers  to  find  workers. 

Transitional  assistance  can  accelerate 

the  training  and  rapid  reemployment 

of  workers. 


i  To  ensure  the  most  effecthe  labor 
exchange,  states  may  want  to.- 

•  ■  Improve  the  Quality  and  Amilabili- 
|  ty  of Labor  Market  Information.    The 

employment  and  unemployment  data 
generated  by  the  Employment  Service 
help  measure  the  health  of  our  national 
economy  This  data  needs  to  be  improved 
and  meshed  with  data  from  other  sources 


MASSACHUSETTS: 
MASSJOBS  SC 


SJOBS  Southeast  is  a  $1  million  dollar  commitment  to  innovative 
economic  development.  Designed  by  business,  education,  labor,  com- 
munity organizations  and  state  and  local  government,  this  1986 
initiative  provides  tailored  services  to  firms  and  workers  is  a  link  to 
private  and  public  training,  education,  financing  and  consulting 
resources.  MASSJOBS  Southeast  provides  firms  with: 

Help  locating  funding  for  training  or  capital  investments; 

Customized  training  and  referrals  to  skills  upgrading  or  education 
programs; 

workforce  recruiting,  hiring  and  screening  services; 

Local  economic  and  labor  market  analyses. 

MASSJOBS  Southeast  combines  private,  state  and  federal  funds,  coor- 
dinating Employment  Service,  education,  training,  and  financial  and 
technical  assistance  to  encourage  technological  innovation  and  sus- 
tained economic  growth. 


CONTINUINt 
IN  COM 


TITS 


SMi 


Continuation  of  health  insurance  is  a  priority  issue  for  most  workers 
faced  with  losing  their  jobs.  Since  1985,  Connecticut  has  required 
companies  with  100  or  more  employees  to  extend  health  benefits  for 
120  days  at  the  company's  expense.  The  employee  then  has  the  right 
to  continue  the  coverage  on  his  or  her  own  for  up  to  thirty-nine 
additional  weeks.  The  business  community  has  been  sensitive  to  the 
needs  of  displaced  workers  and  has  advocated  that  management 
communicate  quickly  and  clearly  on  available  benefits. 
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As  an  alternative  to  employee  layoffs,  thirteen  states  are  experi- 
menting with  short-time  compensation  (STC). 

The  essence  of  the  program  is  to  provide  partial  unemployment 
insurance  benefits  for  lost  work  time  to  a  group  of  workers  in  lieu 
of  full  layoffs.  STC  is  a  mechanism  for  neutralizing  the  pre-layoff 
bias  inherent  in  the  regular  unemployment  insurance  system. 

These  programs  have  a  long  history  in  many  European  coun- 
tries. California  has  the  oldest  program,  begun  in  1978.  Since  that 
time,  the  1982  recession  prompted  Arizona  and  Oregon  to  enact 
programs,  followed  by  Washington  1983,  and  Florida,  Illinois,  and 
Maryland  1984.  More  recently,  Arkansas,  Texas,  Louisiana,  New 
York,  Vermont,  and  Missouri  have  all  enacted  work-sharing  legis- 
lation. 


to  meet  the  needs  of  multiple  users.  Gov- 
ernors may  want  to  establish  a  task  force  of 
users,  including  the  private  sector,  to  ad- 
vise the  state  on  ways  to  improve  the  quali- 
ty and  access  of  labor  market  information. 

■  Develop  a  Unified  State  Worker  As- 
sistance Strategy.  States  may  want  to 
use  the  resources  of  the  Employment  Ser- 
vice and  state  job  training  programs  to 
coordinate  the  delivery  of  state  services. 
States  can  also  work  with  local  JTR\  agen- 
cies and  other  providers  to  develop  a  co- 
ordinated, accessible  set  of  services.  A 
"one-stop  center,"  which  provides  job 
placement,  counseling,  and  training  infor- 
mation, can  be  created. 

■  Use  Market  Demand  as  a  Measure  in 
Designing  Employment  Service  Pro- 
grams. States  may  want  to  use  market 
signals  to  design  Employment  Service 
programs.  This  could  include  offering 
workers  choices  in  the  services  provided; 
emphasizing  self-help  and  group  tech- 
niques for  job  search;  establishing  deliv- 
ery locations  according  to  demand;  and 
encouraging  competition  in  the  provision 
of  services.  User  fees  for  some  of  the  ser- 
vices could  be  explored. 

■  Provide  Extended  Benefits  and  Sup- 
port Services  for  Dislocated  Workers. 

Some  states  may  wish  to  extend  unem- 
ployment insurance  benefits  beyond  the 
base  period.  Separate  funding  for  reloca- 
tion assistance,  and  day  care  for  children 
of  dislocated  workers  can  be  established 
to  help  in  transition,  with  employer  sup- 
port, health  insurance  benefits  can  be  pro- 
vided for  laid-off  workers  for  a  limited 
time  period. 

■  Develop  Alternatives  to  Employee 
Lay-offs.  States  may  wish  to  consider 
creating  short-term  compensation  plans 
to  permit  employees  to  work  fewer  hours 
per  week  and  collect  partial  unemploy- 
ment benefits.  This  work  sharing  alter- 
native should  have  employee-employer 
approval. 
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UNDERSTANDING  GLOBAL 
INTERDEPENDENCE 

Both  our  emerging  and  existing  labor 
force  need  to  reach  beyond  our  borders. 
The  new  internationalism  is  affecting  die 
crops  farmers  plant,  the  technology  used 
by  die  line  manager,  and  die  stocks  pur- 
chased by  die  Wall  Street  broker.  Ameri- 
can businesses  already  depend  on  inter- 
national activities  for  approximately  one- 
third  of  their  profits.  Thirteen  of  the 
largest  U.S.  banks  derive  half  of  dieir  earn- 
ings from  overseas  credit.  If  we  are  to 
benefit  from  this  new  global  interdepen- 
dence, members  of  our  current  work- 
force must  understand  the  culture,  pol- 
itics, business  practices,  languages,  and 
geography  of  other  nations.  In  the  final 
analysis,  the  best  jobs,  the  largest  markets, 
and  the  greatest  profits  will  flow  to  the 
workers  and  firms  that  understand  the 
world  marketplace. 

In  short,  to  compete  in  the  international 
economy,  Americans  need  to  understand 
die  world  around  them,  and  in  most  cases, 
we  do  not. 

Our  students  provide  the  most  graphic 
evidence  of  the  problems  faced  by  emerg- 
ing workers.  Fewer  than  1  percent  of  our 
elementary  students  are  exposed  to  for- 
eign languages,  and  only  1  percent  of  our 
college  graduates  can  communicate  in 
native  languages  spoken  by  three-fourdis 
of  the  world  population.  More  than  one- 


NEVADA  LANGUAGE  BANK 


For  almost  a  decade,  foreign  language  speakers  in  Nevada  have 
offered  translation  skills — often  on  a  volunteer  basis — to  resi- 
dents and  businesses.  Exporters  have  contacted  the  Northern 
Nevada  Language  Bank  for  help  in  translating  trade-related  docu- 
ments, and  international  conventions,  tour  companies,  and  hotels 
have  asked  for  help  in  meeting  the  needs  of  foreign  visitors.  Help 
in  twenty-seven  languages,  ranging  from  Arabic  to  Urdu,  is  avail- 
able from  the  sixty  interpreters  twenty-four  hours  a  day. 


ALASKA'S  SI 


The  Alaska  Department  of  Education  and  the  University  of  Alaska  at 
Fairbanks  have  collaborated  in  an  effort  to  link  schools  all  around  the 
state  with  comparable  schools  in  Pacific  Rim  countries.  The  sister 
schools  program  is  offered  for  elementary  and  secondary  schools. 
Entire  schools  or  individual  grades  can  participate.  The  process 
begins  when  a  principal  submits  a  written  application  specifying  the 
country  and  grade  level  preferred.  State  officials  then  find  a  match. 
After  an  initial  exchange  of  letters  between  the  sister  schools,  the 
students  take  over.  Units  of  study  focusing  on  common  themes,  art 
projects,  and  student  exchanges  often  follow  a  pairing. 

Related  Alaska  initiatives  include  computer  links  between  fourteen 
Australian  schools  and  Alaskan  schools,  a  three-week  curriculum  for 
elementary  and  high  school  students  on  U.S.  and  Japanese  cultures 
(similar  projects  on  China,  Korea,  and  the  Philippines  are  under- 
way), and  a  Center  for  International  Business,  just  authorized  by  the 
legislature,  which  will  develop  materials  for  school  districts. 
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A  PRODUCTIVE  WORKFORCE 


VIRGINIA:  HELPING 
BENTS  AND  BUSINESSES 


It  is  difficult  to  learn  a  new  language  or  culture  unless  one  lives  it  day 
to  day.  Since  it  is  impractical  to  send  large  numbers  of  students 
abroad  each  year,  Virginia's  Governor's  Language  Academies  were 
established  in  1986  to  provide  a  four-week  total  immersion  in 
language  and  culture  for  high  school  students.  Placement  in  the 
residential  academies  is  on  a  competitive  basis.  The  1986  academy 
focused  on  French  language  and  culture.  The  French  academy  will  be 
repeated  in  1987,  with  additional  academies  offered  in  Spanish  and 
German.  An  Asian  Studies  Academy,  focusing  on  Japan,  Korea,  China, 
and  Taiwan  will  also  be  offered.  The  academies  will  be  expanded  in 
future  years  to  provide  programs  for  members  of  the  business 
community  as  well. 


third  of  high  school  students  recently  sur- 
veyed in  a  major  American  city  could  not 
name  three  countries  in  Europe. 

The  current  workforce  has  a  similar 
handicap.  For  example,  only  5  percent  of 
our  college  graduates  are  fluent  in  a  for- 
eign language.  There  are  an  estimated 
10,000  English-speaking  Japanese  busi- 
ness representatives  in  the  United  States. 
Fewer  than  900  American  business  repre- 
sentatives are  in  Japan  and  only  a  handful 
speak  Japanese.  Less  than  5  percent  of 
Japanese  technical  literature  is  ever  trans- 
lated into  English. 

As  a  result  of  these  deficiencies,  Ameri- 
can workers  and  businesses  operate  at  a 
major  disadvantage  in  selling  U.S.  goods 
and  services,  adopting  new  technologies, 
and  pursuing  necessary  financing. 


The  Commonwealth  of  Virginia  is  working  with  its  business  and 
education  communities  to  develop  a  curriculum  to  give  chief  execu- 
tive officers  and  top  management  the  tools  they  need  to  conduct 
international  business.  The  program  will  provide  information  about 
languages,  geography,  cultures,  and  foreign  business  practices  to 
Virginia's  corporate  decision  makers.  The  goal  is  to  assist  those 
businesses  already  exporting  to  be  more  successful,  and  those  not 
exporting  to  be  more  inclined  to  do  so. 

The  curriculum  is  being  developed  as  part  of  the  National  Geo- 
graphic Society's  Geography  Alliance  Program.  Virginia's  Center  for 
world  Trade  and  Center  for  Innovative  Technology  are  involved. 
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STATE  STRATEGY 

Develop  Programs  and 

Curricula  to  Improve 

International  Understanding. 

To  succeed  in  a  global  economy  we 

must  know  our  competitors.  As  the 

principal  providers  of  education  in 

the  nation,  states  must  invest  in  their 

schools  and  educational  institutions 

to  ensure  their  graduates  will  be  able 

to  compete  successfully  in  the 

international  arena. 


THE  CORPORATION  FOR  INDIANA'S 
MTERNATIi 


ML 


Indiana  has  created  this  year  the  Corporation  for  Indiana's  Interna- 
tional Future.  Composed  of  business,  education,  labor,  and  govern- 
ment representatives,  as  well  as  other  individuals  with  international 
experience,  the  corporations  charter  is  to  motivate  change,  track, 
and  analyze  trends,  and  identify  and  promote  those  industries  with 
export  potential.  Additionally,  the  Corporation  is  to  identify  countries 
most  conducive  to  buying  Indiana  products,  highlight  the  languages 
students  need  to  be  learning,  review  and  improve  sister  relationships 
with  foreign  countries,  and  forge  new  relationships  with  cultural  and 
educational  groups. 


Stat< 


es  can: 


■  Enhance  International  Curricula. 

School  districts  could  be  encouraged  to 
teach  geography  as  a  distinct  subject  at  all 
grade  levels,  and  to  provide  language 
courses  at  the  elementary  school  level 
with  an  emphasis  on  listening  and  speak- 
ing skills.  At  the  college  level,  foreign  lan- 
guage proficiency  could  be  reinstated  as  a 
requirement  for  admission. 

■  Strengthen    Teacher  Education. 

Teacher  certification  requirements  can  be 
examined  to  ensure  that  they  include  an 
emphasis  on  geography,  communications 
skills  in  foreign  languages  and  interna- 
tional studies. 
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A  PRODUCTIVE  WORKFORCE 


GLOBALLY 


The  Asian  Studies  Center  was  founded  at  the  University  of  Iowa  after 
Governor  Terry  Branstad  and  University  President  James  Freedman 
visited  the  Pacific  rim  and  determined  that  lowans  could  benefit 
greatly  from  increased  understanding  of  Eastern  culture,  business, 
and  language.  The  center  has  three  main  purposes:  teaching,  re- 
search, and  outreach  to  people  outside  the  university  community.  For 
example,  the  Center  has  conducted  a  two-week  Japanese  language 
workshop  for  Iowa  business  executives. 

The  Iowa  Ambassadors  program  is  a  non-profit  group  of  business 
executives  who  work  with  the  state  government  to  promote  economic 
development  and  international  awareness.  The  program  is  financed 
jointly  by  the  state  government  and  the  private  sector  under  a 
matching  grant  arrangement.  Recent  projects  have  included  a  Try 
Iowa"  campaign  to  help  Iowa  businesses  find,  buy,  and  sell  Iowa 
products,  a  trade  symposium  to  help  businesses  expand  markets,  and 
a  sister-state  program. 


■  Develop  Special  Programs.  States 
can  supplement  current  courses  through 
summer  programs  in  languages  and  inter- 
national studies,  and  sister  school  agree- 
ments. States  can  also  find  ways  to  use 
telecommunications  and  other  technolo- 
gies to  link  resource-rich  and  resource- 
poor  districts. 

■  Provide  International  Education  to 
Business.  Courses  in  international  busi- 
ness could  be  required  in  state-supported 
business  school  programs.  Curricula 
focusing  on  language,  cultural  training, 
and  foreign  business  customs  can  be  de- 
veloped to  assist  current  managers  and 
executives. 
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EFFICIENT  WORKPLACES 


What  drives  our  economy — and  deter- 
mines in  large  part  how  competitive 
we  are — are  millions  of  individual  deci- 
sions made  every  day  in  the  places  where 
we  work:  what  to  buy,  to  sell,  to  build,  to 
invest  in,  to  invent,  and  more. 

What  keeps  this  system  moving  are 
large  corporations,  small  businesses,  self- 
employed  people,  farmers,  and  others 
with  new  ideas — new  ideas  about  prod- 
ucts and  services,  new  ideas  about  pro- 
duction processes,  and  new  ideas  about 
markets. 

While  our  economy  is  being  buffeted 
by  a  variety  of  outside  forces,  fundamen- 
tally it  is  the  decisions  made  in  Americas 
workplaces  that  will  help  determine  our 
position  in  the  global  economy  States  do 
not  have — and  should  not  have — signifi- 
cant control  over  these  decisions.  But  they 
can  affect  them.  States  can  help  our  work- 
places become  more  efficient,  more  re- 
sponsive, and  more  productive — and  in 
the  long-run,  more  competitive. 

States  can  encourage  the  development 
and  application  of  new  technology  They 
can  foster  more  efficient  and  productive 
employer-employee  relations.  They  can 
help  businesses  identify  and  penetrate  ex- 
port markets.  They  can  provide  technical 
and  financial  assistance  for  new  and  small 
businesses  to  help  them  get  started.  And 
they  can  leverage  capital  for  business  start- 
ups and  expansions  that  might  not  other- 
wise be  available. 
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TECHNOLOGY 

The  United  States  has  long  been  the 
world  leader  in  advancing  science  and 
technology.  This  leadership  is  now  in 
jeopardy  Many  other  countries  have  be- 
gun to  invest  heavily  in  these  areas  to 
enhance  their  own  competitiveness.  A 
1985  National  Science  Board  report  found 
that,  in  1983,  the  United  States  invested  1.9 
percent  of  GNP  in  non-defense  research 
and  development  while  Germany  invest- 
ed 2.5  percent  and  Japan  2.6  percent.  Be- 
tween 1971  and  1984,  the  United  States 
experienced  a  31  percent  decline  in  the 


number  of  patents  granted  to  U.S.  in- 
ventors. Foreign  patent  applications  by 
U.S.  citizens  fell  by  about  50  percent  be- 
tween 1969  and  1982;  during  the  same 
period,  Japanese  external  patent  applica- 
tions grew  by  almost  55  percent. 

Numbers  are,  however,  less  significant 
than  the  quality,  direction,  and  use  of  re- 
search and  development  in  the  creation 
and  refinement  of  final  products  and  cap- 
ital equipment.  In  many  areas,  our  com- 
petitors have  been  able  to  capitalize  on 
the  results  of  U.S.  research  and  develop- 
ment. The  video  cassette  recorder  is  a 
classic  example.  Although  it  was  invented 


lie  Ben  Franklin  Partnership,  established  by  the  Commonwealth  of 
innsyivania  in  1982,  offers  a  wide  range  of  programs  to  accelerate 
development  and  commercialization  of  technology.  The  partner- 
ship is  managed  by  a  fifteen-member  board  which  includes  represen- 
itives  from  the  private  sector,  small  business,  education,  labor,  and 
te  state  legislature.  Since  1982,  the  partnership's  $76.6  million  in 
ite  funds  has  attracted  more  than  $281  million  in  private  invest- 
lent,  a  ration  of  almost  1  to  4. 
Some  of  the  partnership  initiatives  include: 

Regional  Technology  Centers.  The  four  advanced  technology  cen- 
ters represent  consortia  of  research  universities  and  other  higher 
education  institutions,  the  private  sector,  labor  representatives,  and 
economic  development  groups.  Each  center  provides  research,  train- 
ing, and  entrepreneurial  assistance  programs.  The  funds  are  allo- 
cated on  a  competitive  basis. 

Small  Business  Incubator  Loans.  Up  to  $4  million  in  grants  and 
loans  are  provided  to  establish  new  small  business  incubators.  The 
state's  investment  is  limited  to  no  more  than  $650,000  per  incubator 
and  no  more  than  50  percent  of  the  project  cost. 

Seed  Capital  Challenge  Grants.  The  $4.5  million  appropriated  for 
this  program  in  fiscal  1986  has  been  matched  by  $27  million  in 
private  funds.  The  seed  capital  funds  are  administered  by  four 
privately  managed  venture  capital  firms  and  are  tied  to  the  advanced 
technology  centers,  which  served  as  limited  partners.  The  funds 
provide  equity  financing  to  new  businesses,  including  eligible  firms 


located  in  small  business  incubators,  during  their  earliest  stages  of 
growth. 

Small  Business  Research  Seed  Grants.  Under  this  $1  million 
program,  grants  of  up  to  $35,000  are  provided  to  small  businesses 
seeking  to  develop  advanced  technology  or  introduce  it  into  the 
marketplace. 

Engineering  School  Equipment  Grants.  Fifteen  engineering 
schools  have  received  $3  million  under  the  program.  This  money  was 
matched  by  over  $9.7  million  in  private  funds  to  purchase  new  or  to 
upgrade  existing  engineering  equipment  used  for  instructional  pur- 
poses. 

Economic  Revitalization  Tax  Credit.  Under  this  initiative,  corpo- 
rations are  permitted  to  convert  expired  net  losses  into  20  percent 
tax  credits  for  new  Pennsylvania  plant  equipment. 

The  Ben  Franklin  Partnership  has  involved  128  Pennsylvania 
colleges  and  universities,  including  all  major  public  and  private 
research  universities.  More  than  2,500  businesses  have  joined  the 
partnership.  An  estimated  4,530  new  jobs  have  been  produced,  369 
new  firms  have  received  help,  and  304  existing  companies  have  been 
helped  to  expand.  The  partnership  has  supported  fifty-four  U.S. 
patent  applications;  twenty-six  of  these  have  already  been  issued.  It 
has  helped  twenty-six  business  incubators  and  has  provided  a  sub- 
stantial amount  of  training  and  entrepreneurial  assistance. 
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"We  feel  very  strongly  that  our 
economic  future  will  be  formed 

by  the  public-private 

partnership.  The  stronger  the 

partnership,  the  closer  the 

cooperation,  and  the  greater  the 

trust  among  business, 

academia,  and  government — the 

more  likely  we  will  be  to  shape 

Nevada's  economy  in  a  positive, 

enriching,  and  stable  way,  as  we 

prepare  to  enter  the  21st 

Century.  Our  future  depends 

on  it." 

RICHARD  H.  BRYAN 

Governor  of  Nevada 

Symposium — Public-Private 

Partnerships  and  Nevada's  Economic  Future 


in  the  United  States  in  1956,  not  one  VCR  is 
produced  in  the  U.S.  today 

States  can  and  do  have  significant  influ- 
ence on  the  development  of  new  technol- 
ogies and  the  movement  of  those  technol- 
ogies through  the  economy  Almost  half  of 
all  basic  research  is  conducted  in  univer- 
sities, many  of  which  are  funded  and  oper- 
ated by  states.  Recognizing  the  link  be- 
tween innovation  and  future  productivity 
in  the  workplace,  states  should  consider 
creating  a  comprehensive  technology 
commercialization  strategy  to  address  re- 
search and  development,  financing  of  new 
technology-based  businesses,  training, 
and  the  application  of  technologies  in  ex- 
isting businesses. 

Technology  Development 

Universities  are  important  sources  of  new 
concepts  and  new  technologies.  The  pri- 
mary mission  of  universities  is  not  to  assist 


industry  but  to  educate.  This  should  never 
be  compromised,  but  state-supported  re- 
search institutions  can  play  a  critical  role 
in  state  programs  to  help  business.  The 
strengths  of  local  universities,  federal  lab- 
oratories, and  other  research  institutions 
should  be  evaluated  carefully  to  identify 
new  ways  of  linking  these  institutions  to 
critical  state  industries.  Indeed,  the  bene- 
fits of  such  cooperation  go  beyond 
strengthening  businesses.  They  can  help 
state  institutions  develop  state-of-the-art 
expertise  and  can  increase  the  long-term 
productivity  of  the  states  workforce. 

Joint  activity  involves  more  than  just 
donations  of  cash  or  equipment.  New 
types  of  partnerships  are  needed.  These 
must  be  based  on  positive  interaction  be- 
tween industry  and  university  research- 
ers, working  side-by-side  in  laboratories 
on  jointly  defined  research  objectives. 
They  should  include  information  dis- 
semination, and  extend  not  only  to  the 
research  departments  of  the  businesses 
involved,  but  to  top  executives  in  produc- 
tion, planning,  product  design,  and  mar- 
keting. 

Research  excellence  will  not  be 
achieved  by  simply  giving  money  to  every 
college  and  university  across  the  state.  To 
obtain  the  best  results,  states  need  to  en- 
courage competition  between  various  re- 
search centers,  both  public  and  private, 
and  distribute  funds  on  the  basis  of  merit. 

Many  states  have  already  established 
centers  of  excellence  or  advanced  tech- 
nology centers  as  linkages  between  re- 
search and  industry.  The  centers  spe- 
cialize in  technologies  of  special  impor- 
tance to  local  industries,  and  generally 
undertake  multi-disciplinary  research  and 
development.  The  organization  of  these 
centers  varies.  Some  are  state-financed, 
some  privately  financed,  some  coopera- 
tively financed.  They  may  be  university- 
based,  independent,  or  semi-indepen- 
dent. But  all  have,  at  their  root,  a  common 
objective:  To  enhance  the  productivity  and 
competitiveness  of  existing  workplaces 
and  to  create  new  ones. 
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STATE  STRATEGY 

Stimulate  Technology 

Development  by  Fostering 

Close  Linkages  Between  the 

Research  and  Business 

Communities. 

The  link  between  innovation  and 

competitive  workplaces  is  direct. 

States  need  to  promote  technology 

development  in  a  manner  consistent 

with  their  priorities,  and  establish 

working  partnerships  between 

educational  and  research  institutions 

and  businesses  to  focus  and 

accelerate  that  research. 


NEW  JERSEY'S 

TECHNOLOGY  RESEARCH  CENTERS 


mew  jersey  nas  aireaay  esiaoiisned  seven  advanced  technology  cen- 
ters. The  state  organizes  its  research  strategy  for  the  promotion  of 
technological  innovation,  academic  excellence,  and  industrial  growth 
around  these  centers.  The  centers  currendy  operate  in  a  number  of 
substantive  areas,  including  biotechnology  and  medicine,  hazardous 
and  toxic  substance  management,  industrial  ceramics,  computer  aids 
for  industrial  productivity,  advanced  food  technology,  advanced  sci- 
entific computing,  and  plastics  recycling,  Plans  are  underway  to 
establish  an  eighth  center  for  biomolecular  research  in  the  agricul- 
tural and  natural  sciences.  The  funding  for  the  centers  is  managed  by 
the  New  Jersey  Science  and  Technology  Commission  which  contrib- 
utes $2  million  to  $3  million  a  year  per  center  for  operating  ex- 
penses. More  than  100  member  corporations  pay  annual  fees  of 
$15,000-$50,000.  The  centers  operate  in  conjunction  with  one  or 
more  universities,  and  involve  substantial  industry  participation. 


States  can: 

■  Establish  Technology  Centers.  These 
centers  build  bridges  between  public  re- 
search and  private  industry,  and  help  pro- 
vide new  ideas  for  the  marketplace.  The}' 
can  also  help  traditional  industry  man- 
ufacture products  more  efficiently,  and 
can  stimulate  emerging  technologies  of 
special  importance  to  local  industries. 

■  Upgrade  Postsecondary  Research 
Laboratories  and  Equipment.  States  can 
explore  innovative  investment  strategies 
to  improve  labs  and  equipment,  including 
private  sector  contributions,  joint  use  of 
facilities,  and  state  revolving  loan  pro- 
grams. 


OREGON:  USE,. 
FOR  DEVELOPMENT 


Oregon  passed  a  lottery  bill  in  1985  that  required  all  lottery  proceeds 
be  dedicated  to  economic  development.  In  the  first  biennium,  a 
significant  portion  was  earmarked  for  capital  construction  projects  at 
Oregon's  major  universities,  including  an  electrical  and  computer 
engineering  building  and  a  biological  and  advanced  science  building. 
In  the  next  biennium,  the  proceeds  will  finance  the  Governor's  region- 
al economic  strategies  program,  a  cornerstone  of  his  economic 
development  policy. 


EFTICffiNT  WORKPLACES 


The  Center  for  Innovation  and  Business  Development  was  es 
lished  at  the  University  of  North  Dakota  in  1984  to  assist  inventors 
and  entrepreneurs  in  bringing  a  new  product  to  market  or  in 
starting  a  new  firm.  The  center's  three-member  staff  draws  on  the 
resources  of  the  university  to  provide  assistance  with  patent  appli- 
cations, engineering  and  product  testing,  and  development  of 
business  and  management  plans. 

The  center  has  also  been  involved  in  the  development  of  a 
unique  entrepreneurship  package  for  manufacturing  start-ups, 
which  includes  a  step-by-step  guide  to  introducing  an  unknown 
product,  particularly  a  product  with  no  history. 

The  center,  which  receives  a  third  of  its  funding  from  state 
government,  and  the  remainder  from  fees  and  contributions,  serves 
an  average  of  twenty-five  to  thirty  clients  a  month.  Thus  far,  it  has 
served  over  700  people,  helping  twelve  businesses  to  get  started,  and 
eleven  businesses  to  add  a  new  product  line. 


■  Encourage  Flexible  Work  Agree- 
ments. Barriers  inhibiting  the  inter- 
change between  researchers  and  industry 
should  be  identified.  Innovative  work 
agreements  could  include,  faculty  release 
time  to  work  on  the  commercial  applica- 
tion of  research,  faculty-industry  ex- 
changes, appointment  of  adjunct  pro- 
fessors, as  well  as  more  flexible  courses 
and  curricula. 

■  Adopt  Policies  and  Incentives  that 
Promote  Cooperative  Research  Agree- 
ments Between  Industry  andAcadem- 

ia.  States  should  review  university  poli- 
cies on  patent  rights  to  allow  public 
institutions  and  researchers  more  control 
over  commercialization  and  licensing  of 
findings  and  provide  for  the  retention  of 
earnings  from  patents. 

Technology  Transfer 

Often,  the  most  cost-effective  approach  to 
helping  businesses  apply  or  commer- 
cialize new  technology  is  through  tech- 
nology transfer  programs.  These  are  par- 
ticularly important  to  small  businesses, 
which  may  lack  the  resources  to  keep 
abreast  of  university  research  and  yet  may 
have  the  most  ability  to  commercialize 
new  technology  quickly 
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States 


can: 


STATE  STRATEGY 

Increase  the  Rate  of 

Technology  Transfer  by 

Disseminating  Research  and 

Development  Information, 

Particularly  to  Small-  and 

Medium-Sized  Firms. 

Rapid  commercialization  of 

technological  breakthroughs  will 

increase  our  future  competitiveness 

in  the  world  marketplace.  The  more 

states  can  accelerate  the  transfer  of 

new  technologies  to  businesses,  the 

more  competitive  our  workplaces 

will  be. 


■  Establish  Centers  for  Applied  Tech- 
nology. Acting  as  a  central  resource,  these 
centers  can  provide  field  services  and  in- 
formation to  assist  businesses  with  their 
research  and  development  needs.  They 
can  collect  and  maintain  a  data  base  of 
current  research,  available  technology  as- 
sistance, and  venture  capital  sources. 

■  Support  'Tech-Transfer"  Incubators. 

States  can  support  incubators  for  new 
firms  that  are  commercializing  technolog- 
ical advances.  In  addition  to  the  services 
provided  by  most  incubators,  such  as  low- 
rent  space,  office  support,  computer  ac- 
cess, and  on-site  technical  services,  these 
specialized  incubators  can  provide  tech- 
nological expertise  and  management 
services  such  as  patent  and  licensing 
information. 


ARKANSj 


The  Arkansas  Science  and  Technology  Authority,  chartered  to 
encourage,  establish,  and  support  applied  and  basic  research 
within  the  college  and  university  system,  has  targeted  a  portion  of 
its  funds  to  respond  to  the  needs  of  distressed  rural  areas. 
Collaborating  with  a  community  college,  the  North  Arkansas  In- 
cubator System  received  the  first  "rural"  grant  this  year.  Uniquely, 
the  incubator  makes  maximum  use  of  a  large  pool  of  area  retirees 
who  have  backgrounds  in  management,  engineering,  sales,  fi- 
nance, and  computer  science.  These  retirees  serve  in  an  advisory 
capacity  to  the  new  business  enterprises. 
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"If  you  want  to  build  a 

constructive  climate,  a  climate 

in  which  human  beings  can 

achieve  and  in  which  human 

beings  can  be  happy  at  the  same 

time,  you  do  it  with  positive 

reinforcers,  you  do  it  with 

security,  with  assurances,  with 

teamwork.  You  do  it  by  avoiding 

scrupulously  the  tools  of  the 

manager  that  destroy  human 

initiative.  Both  labor  and 

management  must  take  afresh 

approach  to  their  relationship, 

based  on  active  involvement 

from  the  ground  up.  No  one  can 

force  labor  and  management  to 

do  this,  but  the  state  can  create 

a  climate  which  encourages  this 

kind  of  cooperation  in  the 

workplace." 

STEVE  SCHLOSSBERG 

U.S.  Deputy  Undersecretary  of  Labor 

Task  Force  Hearing 

Cleveland,  Ohio 


EMPLOYEE-EMPLOYER 
RELATIONS 

American  industries  have  switched  to 
more  complex,  technology-intensive 
manufacturing  processes.  Just  as  technol- 
ogy has  changed  the  dynamics  of  the 
workplace,  there  has  also  been  a  change 
in  the  relationship  between  employees 
and  employers. 

Employee-employer  relations  are  es- 
sentially private,  with  federal  law  establish- 
ing the  framework  for  labor  organizing 
and  collective  bargaining.  However,  states 
can  do  much  to  support  the  development 
and  maintenance  of  constructive  labor- 
management  relations  within  their  bor- 
ders. 

Whether  in  the  field  of  economic  devel- 
opment, employment  and  training,  or  oc- 
cupational health  and  safety,  state  policy 
makers  are  constantly  faced  with  the  need 
to  balance  competing  interests.  It  is 
through  this  brokering  process  that  state 
government  can  set  the  tone  for  em- 
ployee-employer relations  in  the  state. 
Here,  states  can  best  act  to  build  trust 
between  labor  and  management — and  fa- 
cilitate change. 

The  full  benefits  of  new  technologies 
and  the  flexibility  needed  to  tap  new  mar- 
ket opporainities  require  ongoing  com- 
munication between  labor  and  manage- 
ment. The  ideas  and  energies  of  workers 
can  increase  their  productivity  on  the 
shop  floor.  Greater  involvement  in  deci- 
sion making  can  increase  worker  satisfac- 
tion; make  better  use  of  worker  skills  and 
experiences;  and  encourage  closer  identi- 
fication between  workers'  personal  goals 
and  those  of  their  companies. 
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Cooperative  workplace  relationships 
often  require  new  management  styles  and 
new  approaches  to  problem  solving  con- 
cerning production  processes,  product 
quality,  job  training,  finances,  and  work- 
place health  and  safety  States,  and  espe- 
cially Governors,  can  play  a  critical  role  in 
setting  the  stage  for  these  changes.  They 
can  use  their  powers  of  persuasion  and 
publicity  to  create  an  atmosphere  for  in- 
novation. 

Labor-management  cooperation  and 
active  employee  involvement  in  decision 
making  can  lead  to  new  systems  which 
provide  employees  a  financial  stake  in  the 
firm.  A  wide  range  of  such  schemes  exist, 
including  bonus  systems  that  link  pay  and 
productivity;  and  employee  stock  owner- 
ship programs  where  workers  own  equity 
shares  in  the  corporation. 

Establishing  an  employee  incentive 
program  is  clearly  a  private-sector  deci- 
sion, under  the  jurisdiction  of  the  man- 
agement and  workers  of  any  given  work- 
site. In  many  situations,  especially  those 
involving  small-  and  mid-sized  busi- 
nesses, managers  and  workers  may  lack 
adequate  information  and  expertise  about 
employee  incentive  programs.  States  can 
work  with  these  groups  to  provide  need- 
ed background  for  these  decisions.  In 
some  cases,  state  tax  codes  or  commercial 
laws  may  contain  disincentives  to  the  es- 
tablishment of  alternative  financial  and 
ownership  schemes,  and  states  may  want 
to  examine  these  legal  restrictions. 


EMPLOYEE  OWNERSHIP  IN  MICHIGAN 


Michigan  has  had  a  program  to  promote  employee  ownership 
since  1979-  The  program  was  originally  triggered  when  a  company 
was  closing  or  transferring  operations,  resulting  in  a  loss  of  jobs, 
and  when  a  request  for  assistance  was  made  by  an  affected  individ- 
ual or  group  of  individuals.  Under  recently  revised  legislation,  the 
state  may  now  help  companies  before  the  plant  closes.  The  state 
can  also  help  profitable  companies  that  wish  to  adopt  employee- 
ownership  plans. 

The  state  has  also  set  up  a  $1  million  revolving  loan  fund  to 
conduct  feasibility  studies  of  potential  buyouts,  provide  technical 
assistance  and  training,  and  help  in  obtaining  the  necessary  financing 
for  the  purchase  and  operation  of  an  employee-owned  corporation. 
The  fund  may  also  be  used  to  support  direct  financing  of  the  purchase 
of  assets,  acquire  stock,  and  provide  working  capital.  Emphasis  is  on 
gap  financing  and  short-term  loans  with  small-  and  mid-sized  firms 
targeted. 

The  Michigan  Employee  Ownership  Program  stresses  employee 
participation  as  well  as  ownership,  and  prospective  companies  are 
required  to  demonstrate  plans  for  cooperative  labor-management 
programs. 
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ALABAMA:  PUBLIC/ PRIVATE 
PARTNERSHIPS 


The  University  of  Alabama,  in  satisfying  its  mission  of  teaching, 
research,  and  services,  reached  out  to  an  automobile  plant  targeted 
for  closing,  and  declared  it  an  applied  research  facility.  The  univer- 
sity guaranteed  to  find  $1.5  million  in  savings  over  a  three-year 
period,  or  pay  the  difference,  if  die  plant  remained  open.  Workers 
pledged  part  of  their  paychecks  to  guarantee  the  savings.  The  plant 
was  able  to  cut  costs,  eliminating  the  need  to  exercise  the  guarantees. 
With  extensive  help  from  professors  and  students,  the  plant  now  has 
attained  the  top  rating  in  product  quality. 

As  a  result  of  this  experience,  the  Alabama  Productivity  Center  was 
created  to  give  faculty  and  students  "real  world"  involvement  in 
industry.  The  center  is  a  non-profit  organization  established  in  1986 
at  the  University  of  Alabama  campus  by  the  university  and  the 
Alabama  Power  Company.  It  helps  companies  improve  their  produc- 
tivity. By  offering  this  assistance,  the  center  also  helps  recruit  new 
industry  to  the  state. 


LABOR-MANAGEMENT  COOPERATION 


West  Virginia's  Labor  Management  Council  was  created  ten  years  ago 
to  promote  cooperation  between  industry,  labor,  education  and 
government.  Reorganized  in  1986,  it  reports  directly  to  the  Gover- 
nor's office,  and  is  responsible  for  assisting  businesses  with  improv- 
ing their  work  environment  making  it  more  conducive  to  improved 
product  quality,  productivity  and  quality  of  working  life.  It  also  helps 
local  communities  establish  their  own  area  labor  management  com- 
mittees. 

The  state  of  Ohio  has  multifaceted  programs  operated  under 
the  aegis  of  the  Office  of  Labor  Management  Cooperation.  This 
office  funds  four  regional  university-based  centers  which  advance 
labor-management  cooperation.  The  centers  collect  data  on  skills 
gained  from  existing  labor  management  cooperative  activities, 
publishes  case  studies,  and  provides  technical  assistance.  In  1986, 
the  office  provided  matching  grants  to  establish  thirteen  area 
labor  management  committees.  The  Governors'  Advisory  Tripartite 
Committee  for  Labor  and  Management  Cooperation,  composed  of 
high-level  business,  labor,  and  legislative  and  state  government 
officials,  serves  as  the  sounding  board  for  the  initiative. 


STATE  STRATEGY 

Encourage  Labor  Management 

Cooperation  and  Increased 

Employee  Involvement  in 

Decision  Making. 

Employee-employer  relations  have  a 
major  effect  on  workplace 

productivity.  When  requested,  states 
should  assist  employees  and 
employers  improve  relations. 


States  cart: 

■  Support  Flexible  Employee-Employ- 
er Relations.  At  the  request  of  labor  and 
management,  states  can  provide  informa- 
tion on  successful  employee  involvement 
and  incentive  programs,  and  technical  as- 
sistance needed  to  help  launch  programs. 

•  Establish  Productivity  Centers. 

States  can  support  productivity  or  labor- 
management  centers.  Often  established  at 
colleges  or  universities,  these  centers  use 
business  professors  to  provide  education- 
al and  technical  assistance. 

■  Support  Forums  for  Employee-Em- 
ployer Cooperation  and  Integrate 
Them  Into  State  Economic  Develop- 
ment Strategies.  States  can  create  state- 
wide labor-management  forums  and  can 
help  area  committees  with  technical  assis- 
tance and  seed  funding.  Such  forums  can 
help  coordinate  services  to  dislocated 
workers  at  the  plant  level. 

■  Adjust  legal  and  Regulatory  Re- 
straints. States  may  adjust  their  tax  codes 
to  remove  impediments  to  new  incentive 
programs. 
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EXPORT  DEVELOPMENT 


American  firms  can  and  must  increase 
their  exports.  Only  one  in  five  U.S. 
manufacturing  firms  is  involved  in  some 
exporting  activity.  Many  of  these  com- 
panies export  less  than  1  percent  of  their 
total  production.  Yet,  experts  believe  that 
at  least  200,000  additional  companies, 
many  of  them  small  firms,  have  goods 
with  export  potential.  Moreover,  even 
firms  currendy  exporting  are  often  reluc- 
tant to  seek  new  customers  or  enter  mar- 
kets in  countries  with  which  they  are  not 
familiar.  In  many  cases,  it  is  lack  of  infor- 
mation that  keeps  these  businesses  out  of 
the  foreign  marketplace. 

Vie  need  more  than  new  information. 
We  need  a  new  approach  to  exporting. 
Traditionally,  American  firms  have  pro- 
duced American  products  for  foreign  con- 
sumption, and  states  have  promoted  these 
products  abroad.  In  the  emerging  interna- 
tional economy,  U.S.  firms  will  need  to 
design  goods  and  services  specifically  for 
export,  responding  to  consumer  prefer- 
ences in  particular  countries.  The  role  of 
the  state  will  not  only  be  to  help  promote 
these  goods  and  services,  but  also  to  as- 
sess the  imports  from  foreign  countries 
and  to  encourage  local  firms  to  enter 
these  markets  by  developing  import  sub- 
stitutes. 


REGIONAL  TRADE  COOPERATION 


Six  Southern  states  have  joined  in  an  international  trade  development 
consortium.  The  members  of  the  Mid-South  Trade  Council  (MSTC), 
formed  in  1983,  are  the  international  trade  development  agencies  of 
Alabama,  Arkansas,  Kentucky,  Louisiana,  Mississippi,  Tennessee, 
and  the  World  Trade  Center  of  New  Orleans. 

Due  to  budgetary  constraints  and  increased  foreign  competition, 
the  six  states  were  seeking  more  cost-effective  programs  to  promote 
international  trade.  By  sharing  costs  and  personnel,  they  found  they 
could  increase  their  services  to  businessmen  interested  in  pursuing 
export  opportunities. 

Gathering  current  information  and  analyzing  market  trends, 
MSTC  is  able  to  identify  top  markets  for  long-range  penetration; 
introduce  the  states'  goods  and  services  into  these  priority  foreign 
markets;  and  attract  potential  buyers,  agents,  and  distributors  of 
the  goods  to  the  states  it  represents.  By  sharing  trade  leads,  the 
council  helps  businesses  across  the  region  if  the  state  which  first 
learns  of  the  prospect  cannot  find  a  match  for  it. 

MSTC  puts  together  four  to  five  trade  events  each  year.  Most 
recently,  the  group  participated  in  catalog  shows  in  four  Latin 
American  countries,  and  based  on  the  knowledge  gained,  has 
designed  joint  follow-up  efforts  to  help  its  firms  compete  in  those 
markets.  The  states  have  participated  together  in  two  catalog 
shows  in  Asia,  and  more  joint  efforts  are  planned. 
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NG  IN  NORTH  CAROLINA 


North  Carolina  recently  convened  a  matchmaker  conference  to  en- 
hance awareness  of  international  opportunities,  bringing  together 
first-time  exporters  with  export  trading  companies  and  others  who 
could  help  mem  compete  abroad.  The  N.C.  Department  of  Commerce 
invited  several  North  Carolina  companies  to  this  one-day  event.  A 
money-back  guarantee  was  offered  to  all  participants  if  they  failed  to 
develop  a  business  prospect 

Businesses  learned  about  export  companies'  operating  procedures 
and  methods  of  negotiating  with  them.  The  North  Carolina  companies 
then  were  given  the  opportunity  to  speak  individually  with  export 
company  representatives.  Bankers,  port  authority  officials,  and 
freight  forwarders  were  available  for  those  businesses  wanting  to 
discuss  direct  exporting  arrangements. 

The  "matchmaker"  conference  was  a  tremendous  success  and  the 
money-back  guarantee  was  never  invoked.  Plans  are  already  being 
made  for  an  expanded  program  next  year. 


In  1983,  the  New  York-New  Jersey  Port  Authority  established  the  first 
public-sponsored  Export  Trading  Company,  called  Xport,  to  help 
small-  and  medium-sized  firms  develop  their  export  capacity.  Xport 
represents  about  seventy  companies  in  the  region,  many  of  them  high 
technology  firms.  On  behalf  of  its  clients,  Xport  will  issue  approxi- 
mately $70  million  worth  of  price  quotations  for  potential  export 
transactions  this  year. 

The  New  York  State  Department  of  Commerces  International 
Division  promotes  state  products  and  businesses  abroad  to  help 
create  export  demand.  In  the  last  year,  ten  trade  shows  were  held  in 
eight  countries  on  four  continents,  including  a  focus  on  "High  Tech/ 
Made  In  New  York."  To  promote  interest  in  the  trade  shows  and  to 
resolve  some  of  the  problems  of  many  high  tech  shows — bulky 
equipment,  expensive  to  ship  and  intricate  to  set  up — the  Depart- 
ment produced  an  eight-  to  ten-minute  video  tape  on  each  participat- 
ing company. 

The  tapes,  produced  both  in  English  and  in  the  language  of  the 
host  country  of  the  trade  show,  incorporated  footage  on  the  equip- 
ment in  action,  unusual  applications  of  the  product,  the  manufactur- 
ing process,  the  key  people  involved  in  the  company,  and  their 
interest  in  finding  an  overseas  partner  or  customer.  The  New  York 
campaign  has  featured  the  products  of  110  high  technology  firms  to 
more  than  5,600  potential  buyers,  generating  more  than  7,000  leads. 


STATE  STRATEGY 

Promote  State  Exports  by 

Helping  Firms  Identify  and 

Expand  International  Markets. 

America  can  no  longer  stay 

competitive  by  trading  with  itself;  it 

must  expand  its  reach  into  the  global 

marketplace.  But  many  of  our  most 

promising  exporters  are  small 
businesses  that  lack  information  on 
how  to  reach  these  global  markets. 
States  can  use  their  existing  export 

programs  as  the  base  for 
comprehensive  export  assistance 

services  designed  to  make  all 
workplaces  international  traders. 
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States  can: 

■  Work  With  Other  States  to  Promote 
Exports.  States  can  share  trade  leads,  par- 
ticipate in  joint  trade  missions  and  tour- 
ism promotions,  exchange  information 
on  potential  markets,  and  establish  joint 
offices  abroad. 

■  Facilitate  Exports.  Many  firms  do  not 
export  because  they  do  not  know  how. 
States  can  undertake  a  two-pronged  ap- 
proach by  encouraging  American  pro- 
ducers to  redesign  products  for  foreign 
markets,  and  by  linking  firms  with  export 
trading  companies,  port  authorities,  and 
freight  forwarders. 

■  Identify  New  Trade  Opportunities.  A 

strategic  assessment  of  potential  markets 
can  help  develop  new  state  export  oppor- 
tunities. Third  World  countries,  in  particu- 
lar, often  represent  overlooked  markets. 
Once  a  trade  strategy  is  developed,  state 
offices  abroad  and  trade  missions  can  be 
used  to  pursue  those  customers.  Service 
industries,  including  tourism,  should  be 
part  of  the  states  export  efforts. 

■  Experiment  with  New  Export  Incen- 
tives. States  can  provide  grants  to  local 
governments  to  enhance  regional  export- 
ing capacity  and  establish  foreign  sales 
corporations  so  that  small  companies  can 
benefit  from  federal  tax  incentives. 


■  Ensure  That  Exporters  Have  Access  to 
Necessary  Financing.  A  state  review  of 
the  financial  sources  available  to  its  expor- 
ters should  be  a  high  priority.  A  plan 
should  be  developed,  with  the  participa- 
tion of  the  financial  sector,  to  make  those 
resources  more  readily  available. 

■  . .  '  ■ 


VIRGINIAS 


Virginia  is  planning  an  export  incubator  to  be  located  at  Dulles 
Airport  in  the  Washington  metropolitan  area.  The  incubator  will 
assist  small-  and  medium-sized  companies  looking  for  markets 
for  their  goods.  It  will  provide  all  needed  services  under  one  roof. 
The  incubator  will  offer  companies  shared  physical  space  and 
support  services,  as  well  as  access  to  equipment  facilities  and 
management  and  technical  assistance.  A  Small  Business  Financial 
Information  Exchange  Program  will  provide  information  and  a 
matching  system  for  those  seeking  financing  and  those  looking  for 
projects  to  back. 
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"What  is  more  important  than 
whether  we  are  spending 

sufficient  dollars  on  research 
and  development  is  the  quality 
of  the  research,  the  attitudes  of 

the  people  that  do  it,  and  the 
direction  in  which  it  is  aimed." 

JOHN  McTAGUE 

Vice  President  for  Research  and  Development 

Ford  Motor  Company 

NGA  Workshop  on  Technology 


"Throwing  dollars  at  research 

and  development  isn't  enough. 

We  must  leverage  the  dollars 

more  effectively  by  forming 

coalitions  and  cooperative 

groups  to  share  ideas  and 

common  problems  at  technology 

centers  and  specialized 

facilities.  We  need  to  maximize 

our  return  on  human  resources, 

facilities,  and  equipment  at 

universities,  research 
laboratories,  and  in  industry." 

DON  WILLIAMS 

Battelle  Pacific  Northwest  Labs 
NGA  Workshop  on  Technology 


FINANCIAL  AND  TECHNICAL 
ASSISTANCE 

The  nation's  ability  to  .translate  inno- 
vative ideas  into  new  products  and 
processes  depends,  in  large  part,  on  the 
availability  of  affordable  capital.  Often  it  is 
maturing  industries,  whose  products  face 
the  greatest  competition,  and  small  busi- 
nesses, that  hold  the  most  promise  for 
innovative  ideas,  that  are  at  a  competitive 
disadvantage  in  commercial  capital  mar- 
kets. In  his  new  book,  The  High-Flex  Soci- 
ety, economist  Pat  Choate  points  out  that 
venture  capital  and  government  loan 
funds  provide  only  1  percent  of  capitaliza- 
tion for  entrepreneurs.  More  than  70  per- 
cent of  new  businesses  are  financed 
chiefly  by  personal  savings,  relatives,  or 
friends.  Most  important,  over  half  of  all 
small  business  loans  are  for  one  year  or 
less.  This  places  enormous  pressure  on 
these  enterprises. 

A  variety  of  state  policies,  both  direct 
and  indirect,  affect  die  availability  and  cost 
of  capital.  The  indirect  mechanisms  avail- 
able to  states  vary  from  policies  affecting 
the  tax  treatment  of  unearned  income  to 
the  regulation  of  financial  institutions  and 
fiduciaries.  Some  evidence  suggests  that 
competition  among  financial  institutions 
can  increase  small  business  access  to  cap- 
ital. Estimates  indicate  that  a  substantial 
portion  of  available  capital  will  be  tied  to 
pension  funds  over  the  next  twenty-five 
years.  State  regulation  of  these  funds, 
therefore,  will  have  an  important  impact 
on  access  to  capital. 

A  number  of  states  have  direct  financing 
programs  that  fill  gaps  in  commercial  cap- 
ital markets.  Many  of  these  focus  on  long- 
term  loans  to  small  business,  financing 
targeted  to  mature  industries  for  restruc- 
turing or  product  development,  or  ven- 
ture capital  for  start-ups.  Such  programs 
can  be  more  effective  when  their  activities 
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are  closely  linked  to  private  sector  financ- 
ing sources  and  to  state  and  federal  tech- 
nical assistance  programs.  For  some  states, 
venture  capital  programs  may  be  particu- 
larly important.  A 1982  study  by  the  Office 
of  Technology  Assessment  estimated  that 
only  5  percent  of  private  venture  capital 
financing  was  in  seed  stage  companies. 
This  was  compared  to  1 1  percent  in  start- 
ups, 44  percent  in  expansions,  and  11 
percent  in  leveraged  buy-outs. 

Historically,  many  businesses  with  new 
and  innovative  products  have  failed,  not 
only  because  of  lack  of  financing,  but  also 
lack  of  technical  or  management  skills. 
Many  states  have,  therefore,  set-up  man- 
agement assistance  programs  to  provide 
entrepreneurs  and  small  business  owners 
with  the  tools  they  need  to  meet  the  chal- 
lenges of  a  global  economy. 


MICHIGAN'S  B 


Launched  by  the  Governor  less  than  two  years  ago,  the  Michigan 
Strategic  Fund  (MSF)  has  already  succeeded  with  three  pioneering 
programs  to  increase  the  availability  of  primary  financing  for  small 
businesses  and  entrepreneurs.  The  MSF,  a  state  agency  guided  by  a 
private  sector-majority  board,  is  using  its  public  resources  to  build  a 
more  comprehensive  and  aggressive  private  financial  infrastructure. 
The  effort  includes  "jump  starting"  the  creation  of  two  new  financial 
industries,  seed  capital  funds  to  capitalize  early-stage  entrepreneurs 
and  Business  and  Industrial  Development  Companies  (BIDCOs) — 
private  investment  companies — to  provide  funding  to  emerging  or 
mature  firms  not  eligible  for  bank  financing.  In  addition,  banks  are 
using  the  Capital  Access  Program  to  make  more  aggressive  small 
business  loans. 

Four  privately  managed  seed  capital  funds,  with  up  to  $6  million  in 
private  equity  and  $8  million  in  MSF  funds  will  invest  in  approximate- 
ly eighty  Michigan  start-ups  during  the  next  three  to  four  years. 

Two  BIDCOs  have  already  been  organized  to  raise  a  total  of  $12 
million  in  private  equity  to  match  $4  million  from  tine  MSF.  Together, 
the  BIDCOs  will  provide  more  man  $100  million  to  hard-to-get 
business  financing  over  die  next  decade.  Many  more  BIDCOs  are 
being  organized. 

More  than  $3  million  in  bank  loans  have  been  made  under  the 
Capital  Access  Program  to  twenty-seven  businesses  which  otherwise 
would  not  qualify  for  bank  financing,  lb  date,  nearly  fifty  banks  have 
signed  up  to  participate  in  the  program,  which  is  gaining  momentum. 
For  every  $17  loaned  by  the  banks,  the  MSF  is  contributing  $1  to  a 
loan-loss  reserve,  a  very  high  leveraging  ratio  for  a  public  finance 
program. 

The  MSF  also  manages  a  $43  million  investment  in  research 
centers  of  excellence.  It  has  launched  a  Product  Development  Fund 
and  is  making  loans  to  minority  businesses  and  issuing  project- 
specific  tax-exempt  and  taxable  bonds. 


The  Michigan  Technology  Deployment  Service  is  designed  to  assist 
small-to-medium-sized  manufacturers  adopt  advanced  technolo- 
gies. The  service  provides  valuable  assistance  that  could  be  very 
expensive  to  small  manufacturers.  The  Technology  Deployment 
Service  has  helped  manufacturers  in  a  number  of  ways.  Working 
with  the  service,  one  manufacturer  was  able  to  develop  a  strong 
business  plan  that  resulted  in  immediate  bank  financing  for  a 
major  project.  Another  was  able  to  reduce  the  "set-up"  time  of 
manufacturing  by  one-half  without  any  increase  in  capital  outlay. 
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EFFICIENT  WORKPLACES 


government  officials  to  tap  the  expertise  of  approximately  6,000 
university  faculty  members  across  Illinois.  The  network  is  a 
statewide  electronic  directory  that  provides  names,  campus  ad- 
dresses, current  research  activities,  and  educational  backgrounds 
of  registered  faculty  members.  Through  a  key  word  or  phrase,  the 
network  can  help  identify  specialized  consultants  in  a  myriad  of 
fields  from  microelectronics  to  employee  training.  This  computer- 
ized service  includes  faculty,  scientists,  and  engineers  from  at 
least  thirteen  universities  and  four  Illinois  resident  national  labo- 
ratories. 


IOWA-  PRODUCT  DEVELOPMENT 

CORPORATION 


The  Iowa  Product  Development  Corporation  (IPDC)  was  created  in 
1983  to  improve  Iowa's  economy  by  investing  in  Iowa  start-up 
companies.  It  helps  innovators  that  need  risk  capital  to  bring  a 
new  product  or  process  to  market.  Venture  contracts  include  a 
payback  schedule  from  royalties  on  sales,  with  the  goal  of  a  three- 
fold rate  of  return.  Funding  for  the  IPDC  comes  from  state  appro- 
priations and  from  the  state  lottery.  As  proceeds  are  reinvested, 
the  IPDC  fund  will  become  self-sustaining. 

In  its  first  few  years  of  operation,  IPDC  created  more  than  300 
new  jobs  by  investing  approximately  $3  million  in  new  ventures. 
The  projects  funded  have  included  telecommunications  equip- 
ment, a  toxic  fumes  detector,  and  a  composite  granite  wall  and 
floor  covering  panel. 


STATE  STRATEGY 

Assist  Entrepreneurs  and  Other 

Small-  and  Medium-Sized 

Firms  Obtain  Financial  and 

Technical  Support. 

Access  to  financial  and  technical 

assistance  is  critical  to  business 

growth.  States  have  a  key  role  in 

providing  financial  assistance  to 

enterprises  with  growth  potential  that 

would  otherwise  be  unable  to  obtain 

commercial  financing  at  competitive 

rates  and  terms.  Financing  for  small 

businesses  and  firms  in  maturing 

industries  is  particularly  important. 

To  ensure  that  public  financing  is 

used  effectively,  states  should  provide 

technical  assistance. 


I  PAGE  46 


States  can: 

■  Provide  Capital  Directly.  States  can 
provide  capital  directly  to  enterprises  that 
cannot  obtain  money  in  commercial  mar- 
kets. They  can  influence  commercial  in- 
vestment in  higher-risk  projects  by  using 
public  monies  to  leverage  private  inves- 
tors, providing  loan  guarantees,  creating 
loan  pools  and  secondary  markets,  and 
making  strategic  deposits  of  state  funds. 

■  Seek  Alternative  Sources  of  Capital. 

Tax  reform  has  limited  states'  ability  to 
provide  long-term,  fixed  asset  financing 
through  tax-exempt  industrial  develop- 
ment bonds.  States  can,  however,  develop 
substitute  funding  mechanisms  through 
individual  and  pooled  issues  of  taxable 
IRBs,  state-owned  or  subsidized  venture 
capital  corporations,  stock  companies,  tax 
increment  financing,  and  other  dedicated 
funding  sources. 


OHIO'S  Si 


The  Small  Business  Enterprise  Center  (SBEC)  program  is  a  decen- 
tralized management  and  technical  assistance  service  coordinated 
out  of  the  Ohio  Department  of  Development.  Designed  to  provide  a 
unified  focus  for  small  business  assistance  services  at  the  local 
level,  the  program  seeks  to  avoid  duplication  and  overlap  of 
services.  Prior  to  establishing  a  SBEC,  the  state  requires  a  commit- 
ment of  support  from  already  existing  local  business  service 
providers,  such  as  chambers  of  commerce,  state  universities,  small 
business  management  programs  or  vocational-technical  institutes. 
Once  designated,  the  state  provides  $1 3,000  that  must  be  matched 
with  local  resources. 

Thirty-one  centers  currently  exist.  Six  are  also  SBA-supported 
small  business  development  centers.  The  level  of  funding  and 
staffing  varies  depending  on  the  community  resources  used  to 
supplement  the  state  contribution.  Generally,  SBECs  provide  small 
businesses  with  management  and  technical  assistance,  legal  assis- 
tance, educational  programs,  funding  sources,  procurement  assis- 
tance, export  trade  opportunities,  and  small  business  incubator 
programs. 
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EFFICIENT  WORKPLACES 


SMALL  BUSLNESS  DEVELOPMENT  LN 

ILLLNOIS 


In  1984,  Illinois  became  the  first  state  in  which  the  state  develop- 
ment agency  serves  as  the  lead  organization  for  the  SBA  Small 
Business  Development  Centers  program.  During  its  first  year  of 
operation,  eleven  local  centers  were  established.  There  are  cur- 
rently more  than  fifty  operating  centers.  In  1986,  the  legislature 
appropriated  $2  million  to  augment  the  SBDC  network.  Seventeen 
procurement  assistance  centers  have  been  established  to  help 
small  firms  obtain  federal  contracts.  By  1986,  Illinois  had  in- 
creased its  share  of  federal  contract  awards  by  15  percent,  ac- 
counting for  a  half  billion  dollars  in  contracts.  Meanwhile,  the 
value  of  reported  contracts  secured  by  small  businesses  through 
the  centers  has  increased  from  $175,000  in  fiscal  1984  to  $68 
million  through  April  of  fiscal  1987. 


■  Give  Firms  Technical  Assistance. 

Many  firms  need  management  assistance. 
States  can  coordinate  public  and  private 
support  for  technical  assistance  to  busi- 
nesses, including  management,  procure- 
ment assistance,  and  individual  outreach 
services. 

■  Help  Firms  Meet  Regulatory  Re- 
quirements. Many  states  have  already  es- 
tablished business  ombudsman  offices  or 
one-stop  licensing  and  permitting  centers. 
States  should  assess  the  effectiveness  of 
such  services  where  they  exist,  and  con- 
tinue to  undertake  new  initiatives  de- 
signed to  streamline  the  regulatory  pro- 
cesses. 
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RESPONSIVE  COMMUNITIES 


The  currents  of  economic  change  are 
global.  But  efforts  to  respond  to 
change  and  to  improve  competitiveness 
must  start  in  our  communities — with 
farms,  neighborhoods,  workplaces,  cities, 
and  states — where  decisions  are  made.  All 
citizens — as  employers,  as  employees, 
and  as  taxpayers — are  entitled  to  commu- 
nities that  can  anticipate  change,  respond 
to  change,  and  most  of  all,  can  grasp  the 
opportunities  created  by  change. 

States  play  a  vital  role  in  creating  viable, 
responsive  communities.  States  coordi- 
nate a  spectrum  of  policy  instruments,  and 
often  provide  the  specialized  resources 
that  local  taxes  cannot  support.  Many  fed- 
eral assistance  supplements  are  chan- 
neled through  the  states.  These  include 
funding  for  infrastructure,  education,  in- 
come support,  and  community  develop- 
ment. 

The  state  role  is  primarily  one  of  sup- 
port, giving  communities  the  tools,  the 
resources,  and  the  opportunities  to  man- 
age their  own  development.  The  basis  of 
resilient  communities,  just  as  of  produc- 
tive workers  and  efficient  workplaces,  is  in 
the  communities  themselves. 

States  and  communities  must  work  to- 
gether to  build  stable  economies,  for  a 
strong  economic  base  ensures  a  high 
quality  of  life.  State  efforts  to  help  commu- 
nities should  begin  by  evaluating  the  com- 
munity's economic  position.  Communi- 
ties generally  fall  into  four  categories: 
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healthy  communities  that  are  experienc- 
ing significant  economic  growth;  commu- 
nities of  "opportunity"  that  are  stagnant  or 
experiencing  slow  growth,  but  exhibit 
signs  of  growth  potential;  distressed  com- 
munities that  have  been  chronically  disad- 
vantaged by  a  long  history  of  deteriora- 
tion; and  communities  that  have  become 
dislocated  due  to  a  plant  closing  or  other 
short-run  economic  crisis. 

The  states  responsibility  to  each  of 
these  communities  will  vary  But  in  all 
cases,  a  realistic  self-assessment  by  the 
community  is  a  critical  part  of  creating 
state  strategies  for  economic  develop- 
ment. Once  the  economic  position  of  the 
community  has  been  evaluated,  state  and 
local  leaders  need  to  pinpoint  the  com- 
munity's assets  and  liabilities.  Does  it  have 
ample  services,  highways  or  waterways,  or 
telecommunication  capacity?  Does  the 
workforce  have  the  required  skills?  Does 
it  have  access  to  markets?  What  barriers  to 
development  does  it  face? 

This  self-evaluation  and  the  economic 
position  of  the  community  can  provide 
the  basis  for  a  strategy  for  development 
assistance.  The  three  major  options  are: 

■  Economic  Diversification.      Re 

gardless  of  the  community's  economic 
position,  diversification  is  the  over-arch- 
ing, long-term  strategy  states  should  con- 
tinually emphasize. 

■  Target  Communities  for  Develop- 
ment. Communities  that  do  not  have  an 
ample  tax  base,  but  that  display  a  reason- 
able possibility  for  accelerated  develop- 
ment should  be  targeted  for  special  assis- 
tance. Distressed  communities  should 
also  be  targeted.  State  development  plans 
for  these  communities  generally  reflect  a 
commitment  of  three  to  five  years. 


"We  must  accept  the  fact  that 

state  government  needs  allies, 

including  the  private  sector,  and 

we  must  make  local  government 

a  real  partner  in  the  business  of 

shaping  Florida's  future." 

BOB  MARTINEZ 

Governor  of  Florida 
Inaugural  Address 
January  6,  1987 


■  Respond  to  Dislocation.  Communi- 
ties suffering  from  dislocation  need  a 
quick  and  concerted  response.  These  ef- 
forts can  be  as  brief  as  several  months  to  a 
year,  and  should  focus  only  on  areas  that 
are  in  the  midst  of  severe  crises. 
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RESPONSIVE  COMMUNITIES 


SACHUSFTTS:  THE  MYLES 
ANDISH  INDUSTRIAL  PARK 


In  1977,  the  Commonwealth  of  Massachusetts  transferred  400  acres 
of  surplus  state  land  to  the  city  of  Taunton  to  create  the  Myles 
Standish  Industrial  Park — a  badly  needed  regional  magnet  for  indus- 
trial growth.  That  same  year,  construction  began  on  a  long-delayed 
piece  of  the  state's  highway  system.  Where  that  new  highway  passes 
through  Taunton,  the  state  designed  an  interchange  that  would 
ensure  good  access  to  the  planned  industrial  park. 

In  1983,  die  highway  opened  and  200  acres  of  land  were  available 
for  industrial  use.  But  there  were  only  two  plants — and  early  that  year 
one  of  them  closed.  Unemployment  in  Taunton  in  the  spring  of  1983 
was  nearly  14  percent 

The  Commonwealth,  working  with  the  people  of  Taunton,  invested 
heavily  in  the  park's  streets,  sidewalks  and  sewers.  It  promoted  Myles 
Standish  as  a  gateway  to  the  abundant  land  and  high  quality  work- 
force of  Southeastern  Massachusetts. 

By  the  end  of  1987,  the  437-acre  park  will  house  fifty  companies, 
employing  approximately  3500  people.  The  demand  for  space  is  so 
great  that  Taunton  city  officials  are  now  looking  toward  a  250-acre 
expansion  on  adjacent  state  property.  In  December  1986,  unemploy- 
ment in  Taunton  was  down  to  5  percent. 


ECONOMIC 
DIVERSIFICATION 

The  Long-Term  Challenge 

Individual  regions  have  learned  the  im- 
portance of  diversification  the  hard  way. 
Communities  that  have  based  their  econo- 
mies on  one  industry  or  one  product  have 
suffered  extreme  hardships  when  that  in- 
dustry has  shifted  or  moved,  or  auto- 
mated. The  diversification  of  regional, 
state,  and  local  economies  is  a  complex, 
long-term  undertaking.  It  is  not  a  matter  of 
seeking  replacements  or  even  starting 
new  firms,  and  while  it  is  tempting  to 
target  efforts  to  high-growth  industries,  an 
uncritical  rush  to  a  single  sector  or  single 
industry  may  only  recreate  vulnerability 
for  a  new  generation.  The  latest  techno- 
logical fad  may  have  a  future  no  more 
promising  than  an  outdated  assembly 
plant. 

Building  diverse  local  economies  be- 
gins with  identification  of  the  strengths  of 
the  community — the  resources  and  facili- 
ties that  are  the  community's  competitive 
advantage.  F^rt  of  their  advantage  may  lie 
in  existing  producer-supplier  linkages 
that  offer  ready  routes  for  economic  diver- 
sification. Such  linkages  may  suggest  ways 
to  further  process  local  products.  Gener- 
ally, the  more  producer-supplier  linkages 
the  community  possesses  within  existing 
industries,  the  more  likely  other  such  in- 
dustries will  be  to  build  there. 

Moreover,  changing  technology  has 
created  a  group  of  specialized  services 
that  are  more  footloose  and  can  present 
new  opportunities.  Many  businesses  can 
locate  far  away  from  urban  areas  and  use 
telecommunications  to  supply  essential 
services.  Airline  reservation  and  mail 
order  facilities  and  billing  operations  are 
examples  of  service  companies  that  can 
set  up  in  remote  locations. 
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State  diversification  policies  are  gener- 
ally focused  around  infrastructure  invest- 
ments such  as  highways,  telecommunica- 
tions, and  hazardous  waste  facilities; 
resource  development,  such  as  parks  and 
recreation;  and  business  services,  such  as 
venture  capital,  technical  assistance;  and 
many  of  the  other  state  strategies  dis- 
cussed in  Chapter  Three. 

Infrastructure  Investment 

An  adequate  infrastructure  is  a  precon- 
dition for  a  healthy  and  diversified  econo- 
my. States  have  become  the  dominant 
force  in  public  investment  for  planning 
and  financing  infrastructure.  Infrastruc- 
ture planning  is  particularly  time  sen- 
sitive. Projects  must  be  designed  years 
ahead,  and  must  be  coordinated  with 
other  development.  This  heightens  the 
need  for  careful  state  planning  and  for 
clear  economic  priorities. 

When  making  decisions  about  infra- 
structure, states  should  give  high  priority 
to  the  opportunity  for  economic  advance- 
ment. It  is  also  important  to  consider  the 
full  range  of  infrastructure  needs.  High- 
ways and  transit,  water  resources,  multi- 
modal freight  traffic,  and  other  public 
works  are  traditional  factors  in  business 
location  decisions.  Hazardous  waste  and 
solid  waste  facilities  and  telecommunica- 
tions are  becoming  increasingly  impor- 
tant. Just  as  the  road  was  the  medium  of 
travel  for  the  age  of  manufacturing,  the 
cable  will  be  the  medium  for  the  coming 
age  of  information. 


MINNESOTA'S  ECONOMIf 
RESOURCE  GROUP 


Minnesota  employs  110  economic  analysts  in  a  variety  of  state 
agencies.  An  Economic  Resource  Group,  made  up  of  representatives  of 
six  state  agencies,  acts  as  a  coordinating  mechanism.  The  group 
prepares  an  annual  Economic  Report  to  the  Governor,  which  includes 
information  about  recent  economic  performance  and  a  discussion  of 
current  economic  policy  issues.  One  year,  the  report  documented  the 
increasing  vulnerability  of  the  state  economy  to  swings  in  the  business 
cycle.  This  reinforced  the  Governor's  proposals  for  a  reserve  fund  for 
the  state  budget  The  1987  report  analyzed  the  economic  perfor- 
mance of  sub-state  regions,  including  rural  and  urban  areas.  The 
Economic  Resource  Group  meets  regularly  with  leading  private  sector 
economists  and  works  with  a  group  of  economists  at  the  state 
university.  The  idea  for  establishing  the  Economic  Resource  Group 
was  developed  through  the  Governor's  Strive  Towards  Excellence  in 
Performance  (STEP)  program,  which  encourages  state  employees  to 
submit  ideas  for  more  effective  management  in  state  government 
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RESPONSIVE  COMMUNITIES 


WASHINGTON'S  PUBLIC 
WORKS  TRUST  FUND 


Washington's  Public  Works  Trust  Fund  addresses  infrastructure 
financing  in  a  comprehensive  manner.  The  fund  was  enacted  in 
1983,  after  a  careful  planning  process  that  involved  communities 
and  the  business  community.  Local  governments  can  obtain  a  low- 
interest,  twenty-year  loan  (3  percent  is  maximum  interest).  The 
emphasis  is  on  renewal  and  replacement  of  facilities.  Fifty  percent 
of  the  trust  fund  is  derived  from  a  surcharge  on  the  excise  tax  on 
utilities,  water  and  sewer;  the  other  50  percent  is  derived  from  a 
real  estate  conveyance  tax. 


JOINT  TRANSPORTATION 
DEVELOPMENT 


States  have  pooled  their  funds  to  develop  more  cost-efficient 
transportation  programs.  Under  the  banner  of  the  American  Asso- 
ciation of  State  Highway  and  Transportation  Officials,  state  de- 
partments of  transportation  voluntarily  combine  resources  to 
develop,  maintain,  and  enhance  computer  software  programs  that 
can  be  used  to  locate,  design,  construct,  and  maintain  transporta- 
tion facilities. 

Programs  have  been  developed  in  the  areas  of  highway  design, 
bridge  design,  and  bridge  inspection  and  rating.  The  group  has 
also  prepared  a  software  program  to  analyze  highway  contract 
bidding  to  detect  and  prevent  fraud.  Some  states  are  reporting  a 
minimum  benefit/cost  ratio  of  4  to  1  by  participating  in  joint 
development  as  opposed  to  acquiring  software  on  their  own. 


STATE  STRATEGY 

Support  Community 
Diversification  Through  More 
Effective  Direct  Infrastructure 

Investment  and  Increased 
Community  Access  to  Capital. 

Helping  communities  develop  and 

maintain  basic  infrastructure — the 

building  block  of  productive 

economies — is  one  of  the  most 

important  state  roles  in  developing 

responsive  communities. 
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■  Increase  local  Governments'  Access 
to  Financing.  States  can  provide  loans 
or  grants  to  local  communities  for  infra- 
structure projects.  Bond  banks,  an  ar- 
rangement for  pooling  general  obligation 
bonds  and  revenue  bonds  of  localities  and 
special  districts,  can  be  established  to  im- 
prove access  to  the  bond  market.  By  pool- 
ing their  obligations,  localities  benefit 
from  the  economies  of  scale  in  underwrit- 
ing and  marketing. 

■  Encourage  Localities  to  Use  a  Variety 
of  Alternative  Financing  Mecha- 
nisms. States  can  provide  the  necessary 
legal  framework  for  local  jurisdictions  to 
raise  capital  for  infrastructure.  They  can 
allow  creation  of  special  taxing  districts; 
authorize  local  option  sales  taxes,  user 
fees,  tax  increment  financing,  and  special 
assessments;  and  use  multijurisdictional 
districts  to  solve  areawide  infrastructure 
problems.  In  addition,  states  can  encour- 
age the  expansion  of  traditional  use  fi- 
nancing to  recoup  a  greater  share  of  facili- 
ties costs  from  developers.  Broadening 
the  financing  base  to  include  such  things 
as  utility  surcharges,  real  estate  transfer 
taxes,  and  other  development-related 
items  can  provide  more  revenues  for  in- 
frastructure. 

■  Apply  New  Technology  to  Infrastruc- 
ture Investment.  States  can  make  better 
use  of  new  technology  by  using  computer- 
aided  design  for  structures.  New  and  so- 
phisticated modeling  techniques  can  help 
in  decisions  ranging  from  placement  of 
hazardous  waste  disposal  facilities  to  man- 
agement of  traffic  or  scheduled  routine 
maintenance  of  water  mains  and  office 
facilities.  States  can  do  more  by  requiring 
assessment  of  low-cost  alternatives  to  in- 
tensive capital  investment. 


INFRASTRUCTURE 
FINANCING 


Nine  states  support  infrastructure  financing  in  local  communities. 
They  are  Alaska,  Illinois,  Indiana,  Maine,  Maryland,  Michigan, 
New  Hampshire,  North  Dakota  and  Vermont.  Each  varies  in  the 
details  of  how  they  are  organized,  but  all  have  the  goal  of  improv- 
ing local  government  access  to  the  bond  market. 

New  Hampshire  offers  the  following  model.  A  five-member 
board — three  appointed  by  the  Governor,  a  representative  of  the  State 
Municipal  Association,  and  the  State  Treasurer — manage  the  quasi- 
state  agency  that  is  a  part  of  the  New  Hampshire  state  retirement 
system.  Three  types  of  organizations  can  take  advantage  of  the 
bonds:  educational  institutions,  public  utilities,  and  municipalities. 

The  state,  after  punching  the  municipal  bonds,  resells  them. 
Sufficient  money  is  generated  to  cover  the  cost  of  principal  and 
interest  and  of  operation  of  the  agency.  The  New  Hampshire  Munici- 
pal Bond  Bank  issues  only  tax-exempt  general  obligation  bonds. 
These  bonds  must  conform  to  the  stipulations  in  the  New  Hampshire 
Municipal  Finance  Act.  Bonds  are  typically  issued  for  water  projects; 
road  construction;  school  renovation;  construction  of  town  halls, 
jails,  and  municipal  buildings;  purchase  of  equipment,  such  as  fire 
trucks;  and  new  sewer  systems. 


VIRGINIA: 
TRANSPORT 


During  the  1987  session,  the  Virginia  General  Assembly  approved 
legislation  creating  special  taxing  districts  capable  of  financing 
transportation  improvements.  When  ratified  by  local  landowners, 
a  district  can  levy  special  assessments  and  issue  bonds  to  target 
funds  to  local  needs.  Revenues  could  be  used  to  acquire,  construct, 
reconstruct,  alter,  enlarge,  conserve,  or  remodel  transportation 
facilities.  The  legislation  represents  a  significant  advance  for  a 
locality's  ability  to  address  need-specific  transportation  improve- 
ments. These  districts  allow  for,  and  encourage,  the  development 
of  public-private  partnerships  designed  to  help  in  implementing 
high-priority  improvements. 
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'REVITALIZE  IOWA'S 
SOUND  ECONOMY" 


Revitalize  Iowa's  Sound  Economy  (RISE)  program  is  an  inn 
quick  response  program  to  help  communities  fond  new  or  im- 
proved highways  that  are  essential  for  a  new  or  expanding  busi- 
ness. The  state  has  established  a  response  process,  usually  within 
thirty  days  or  less,  to  provide  communities  the  needed  funds  to 
build  and  expand  access  roads. 

The  program  is  funded  by  a  2  cent  per  gallon  fuel  tax  that 
generates  approximately  $30  million  a  year.  In  the  first  two  years. 
RISE  has  helped  communities  attract  or  retain  business  and  as- 
sisted in  the  creation  of  over  9,000  jobs. 


■  Develop  a  Quick  Response  Mecha- 
nism for  Infrastructure  Investment.  A 

community  often  requires  expanded  in- 
frastructure investment  to  accommodate  a 
new  plant  site.  States  can  develop  "fast 
track"  procedures  that  give  priority  to  stra- 
tegic investments  by  designating  a  lead 
operating  agency  that  could  expedite  and 
coordinate  various  agencies  to  minimize 
the  time  from  request  to  capital  invest- 
ment. While  this  should  not  circumvent 
the  normal  application  processes,  it  could 
accelerate  it. 

■  Secure  Statewide  and  Regional 
Interstate  Collaboration  on  Strategic 
Regional  Projects.  The  efficiency  and 
cost-effectiveness  of  regionally  significant 
facilities,  such  as  multi-modal  transfer 
points  at  ports,  airports,  and  regional 
hubs,  can  be  a  focus  of  regional  coopera- 
tion. 


Resource  Development 

Development  of  natural  resources  can 
be  an  important  building  block  for  many 
communities.  Lakes,  rivers,  and  other 
areas  can  be  developed  into  recreational 
areas  which  stimulate  tourism.  Over  the 
long-run,  these  amenities  can  encourage 
new  firms  to  locate  in  these  areas. 
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Support  Community 

Diversification  Through 

Effective  Development  of  State 

Recreational,  Park,  Cultural, 

and  Historical  Resources. 

The  development  of  natural 
resources  is  often  the  first  step 
toward  accelerating  growth — 
particularly  for  rural  America. 


States 


can: 


■  Create  Partnerships  to  Enhance  Rec- 
reational Development,  Partnerships 
can  be  formed  between  private  for-profit 
and  non-profit  entities  and  public  agen- 
cies to  enhance  recreation  resources,  ser- 
vices, and  facilities.  Private  developers,  in 
cooperation  with  public  agencies,  can  in- 
clude recreation  space  and  outdoor 
amenities  in  capital  projects.  Local  and 
state  government  should  consider  incen- 
tives to  private  landowners  to  increase 
public  access  to  recreational  areas. 


BUILDING  niM< 


Illinois  has  earmarked  $20  million  of  the  Governor's  "Build  Illinois" 
program  for  upgrading  facilities  at  state  parks,  recreation,  and 
natural  areas.  Some  of  these  funds  are  being  targeted  to  economically 
distressed  areas  in  southwestern  Illinois.  This  area  has  been  desig- 
nated a  "Corridor  of  Opportunity"  and  is  being  promoted  as  a 
"French  Colonial  District" 


In  1977,  the  North  Carolina  Arts  Council  decided  to  strengthen  the 
existing  network  of  community  arts  councils  promoting  art  and 
cultural  activities  at  the  local  level.  The  result  was  the  Grass  Roots 
Arts  Program.  In  this  program,  the  Arts  Council  provides  funding  for 
arts  activities  to  every  North  Carolina  county.  Decisions  on  how  to  use 
the  funds  are  made  by  the  local  arts  councils.  This  system  serves  to 
increase  local  authority  and  awareness  of  art  and  cultural  activities. 

A  wide  range  of  activities  have  been  funded  through  the  program, 
from  establishing  museum  outreach  programs  designed  to  reach 
inner-city  audiences  to  bringing  professional  performing  groups  to 
rural  communities.  Funds  have  also  been  used  to  provide  art  classes 
for  children  and  adults  to  support  community  theaters.  The  key 
feature  of  the  program  is  that  funding  decisions  are  made  locally. 

Program  hinds,  appropriated  each  year  by  the  state  legislature, 
are  allocated  on  a  per  capita  basis  to  each  county  in  the  state.  The 
program  received  $1.25  million  in  fiscal  1987. 
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MONTANA'S  ARTS  COUNCIL 


Hie  Montana  Cultural  Trust,  part  of  the  Montana  Arts  Counc 
arts  and  cultural  activities  in  Montana  communities.  It  was  created  by 
investing  a  portion  of  the  state's  coal  tax  revenues.  Interest  generated 
by  the  trust  fund  amounted  to  $1 .2  million  during  the  last  biennium. 
In  addition  to  funding  special  projects,  which  might  include  opera- 
tional support  for  arts  groups  or  funding  for  capital  facilities,  the 
council  has  established  a  Challenge  Grant  for  Endowments  Fund. 
Under  this  program,  the  trust  will  provide  $1  in  grants  for  every  $3  in 
matching  funds  raised.  The  grants  are  awarded  on  a  competitive  basis 
to  local  governing  units  who  then  pass  the  funding  on  to  non-profit 
arts  groups. 

For  example,  the  town  of  IMngton  decided  to  renovate  a  depot  and 
establish  a  museum  displaying  Indian  artifacts.  Funds  from  the 
cultural  trust  were  used  to  hire  a  professional  director  for  the 
museum.  The  project,  which  began  shortly  after  the  towns  major 
factory  closed,  is  designed  to  attract  tourists  on  their  way  to  Yellow- 
stone National  Park. 


SELLING  NORTH  DAKOTA  CRAFTS 


The  North  Dakota  Economic  Development  Commission  is 
with  craftspeople  in  all  parts  of  the  state  to  market  their  products 
more  effectively.  The  commission  sponsored  eight  regional  craft  fairs, 
and  a  state  wide  fair,  at  which  craft  products  were  judged.  The 
commission  is  now  developing  a  mail  order  catalog  for  marketing  the 
products  of  craftspeople,  speciality  food  producers,  and  entrepre- 
neurs. The  catalog  program  is  geared  to  producers  who  maintain  high 
quality  standards  and  can  produce  in  large  quantities. 


■  Develop  A  State  Historic  Preserva- 
tion Strategy.  State  historic  preservation 
programs  should  emphasize  the  reten- 
tion, restoration,  rehabilitation,  and  reuse 
of  architecturally  or  historically  significant 
structures  and  sites.  States  can  promote 
efforts  by  local  officials  to  incorporate  his- 
toric preservation  into  community  devel- 
opment strategies  and  projects. 

■  Promote  the  Arts  and  Cultural  Activ- 
ities. States  can  emphasize  the  econom- 
ic and  cultural  advantages  of  supporting 
arts  and  cultural  activities  and  encourage 
corporations,  foundations,  other  public 
interest  organizations,  and  private  citizens 
to  provide  support  for  arts  activities.  States 
can  exert  leadership  in  this  area  to  stimu- 
late corporate  funding  for  both  state  and 
local  programs. 
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TARGETING 

COMMUNITIES  FOR 

DEVELOPMENT 

The  Near-Term  Challenge 

The  primary  objective  of  most  targeting 
efforts  is  the  revitalization  of  econo- 
mies in  distressed  communities,  whether 
rural  or  urban.  However,  there  may  also 
be  communities  of  opportunity  that  have 
slow  or  stagnant  growth  but  exhibit  the 
promise  for  accelerated  growth  and  job 
creation.  States  need  to  evaluate  the  poten- 
tial for  both  distressed  communities  and 
communities  of  opportunity  in  develop- 
ing and  implementing  economic  develop- 
ment plans.  Simple  geographic  targeting 
of  resources  may  not  always  be  the  most 
effective  approach.  Efficient  use  of  state 
resources  may  dictate  targeting  by  indus- 
try or  to  groups  of  communities  facing 
common  problems.  In  allocating  state  re- 
sources, the  following  guidelines  are  im- 
portant. 

First,  state  targeting  guidelines  should 
clearly  articulate  economic  development 
priorities  and  should  be  based  on  careful 
analysis  of  recent  data.  Communities,  cit- 
izens, businesses,  farms,  and  corporations 
must  know  and  understand  the  state  strat- 
egy 

Second,  state  funds  should  be  targeted 
primarily  to  projects  with  potential  long- 
run  returns  to  both  local  and  state  econo- 
mies. Long-term  state  subsidies  should 
not  be  expected. 

Third,  any  state  program  that  targets  a 
community,  region,  or  industry  for  assis- 
tance should  establish  a  clear  process  that 
allows  participation  by  all  interested  par- 
ties— government,  community,  business, 
labor,  and  academia.  Everyone  must  un- 
derstand the  parameters  of  the  states  in- 
volvement. 


Fourth,  a  state  needs  to  think  in  terms  of 
a  well  coordinated  multi-agency  approach 
which  allows  it  to  concentrate  its  scarce 
resources  on  a  limited  geographic  area. 
Seldom  does  a  community  require  only 
one  type  of  assistance.  States  often  need  to 
provide  a  wide  variety  of  funding  and 
technical  assistance  as  well  as  the  organi- 
zational structure  through  which  local 
leaders  can  effectively  mobilize  the  com- 
munity 
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^initiatives 


Colorado  Initiatives  combines  the  resources  and  leadership  of  go 
eminent,  industry,  and  education  to  help  local  communities.  A  joint 
program  of  the  Colorado  Department  of  Local  Affairs,  the  Mountain 
Bell  Pacific  Foundation,  and  the  University  of  Colorado  at  Denver,  the 
program  provides  financial  and  technical  assistance  to  small  Colorado 
communities  embarking  on  economic  development  strategies.  The 
communities,  chosen  annually  through  a  competitive  application  pro- 
cess, receive  both  grants  and  intensive  technical  assistance.  Projects 
range  from  downtown  revitalization  programs  to  foreign  trade  mis- 
sions. Ten  Colorado  communities  are  currently  participating  in  the 
program. 


STATE  STRATEGY 

Target  State  Resources  to  Help 
Distressed  Communities  and 
Communities  of  Opportunity. 

State  information,  technical 

assistance,  training,  and  service 

delivery  coordination  should  be  a 

cornerstone  of  economic 

development  programs,  particularly 

in  distressed  communities. 


WSM  IN  MARYLAND 


In  Maryland,  the  Governor  has  given  close  attention  to  tourism  as  a 
diversification  strategy  for  western  Maryland,  an  area  which  has  lost 
many  manufacturing  jobs.  The  state  is  studying  five  state  parks  and 
forests  as  possible  skiing,  lodge,  or  dude  ranch  sites  and  has  matched 
a  local  contribution  to  develop  a  scenic  railroad. 
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TEXAS  COMMUNITIES 
ONOMICIEADERSMP 


:CEl — Texas  Communities  for  Economic  Leadership — is  a  certi- 
fied cities  program  that  documents  whether  specific  communities 
have  all  the  components  of  a  basic  local  economic  development 
program.  The  unique  feature  of  TEXCEL,  operated  by  the  Texas 
Economic  Development  Commission  (TEDC),  is  its  emphasis  on 
training,  lb  participate  in  the  program,  a  community  must  agree  to 
attend  four  intensive  workshop  sessions  at  which  TEDC  staff  provide 
training  on  a  variety  of  development  activities.  The  participating 
communities  must  cover  their  own  costs  of  attending  the  seminars. 
During  the  training,  each  community  is  eligible  to  receive  three  on- 
site  technical  assistance  visits  from  TEDC  staff. 

Since  January  1986  when  the  program  was  established,  twenty- 
seven  communities  have  received  immediate  certification  (an  option 
for  communities  which  have  already  established  economic  develop- 
ment capabilities),  and  thirty-eight  communities  have  participated  in 
the  training  program.  Thirteen  of  these  have  completed  their  certifi- 
cation. Once  certified,  communities  become  eligible  for  advanced 
training  and  membership  in  the  Certified  Cities  Council,  an  indepen- 
dent council  just  getting  underway.  The  program  has  proven  to  be 
particularly  useful  in  helping  small  rural  communities  develop  eco- 
nomic strategies.  TEXCEL's  budget  for  fiscal  1987  is  $130,000. 
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■  Create  a  Range  of  Community  Pre- 
|  paredness  Programs.     These  can  run 

the  spectrum  from  state  planning  grants  to 
the  establishment  of  community  develop- 
ment corporations.  States  could  also  en- 
courage communities  to  develop  self-as- 
sessment programs  as  a  prerequisite  to 
state  assistance. 

■  Ensure  That  Communities,  Especial- 
ly Distressed  Urban  and  Rural  Areas, 
Have  Access  to  a  Coordinated  Set  of 
State  Services.  States  can  establish 
guidelines  for  use  when  more  than  one 
state  agency  is  involved  to  ensure  that  state 
resources  are  concentrated  and  coordi- 
nated. 

■  Encourage  the  Development  of  Re- 
gional Approaches.  Economic  activity 
often  crosses  jurisdictional  boundaries. 
Many  times  it  is  more  cost  effective  to 
develop  a  strategy  for  a  regional  economy 
Small  communities  in  particular  can  ben- 
efit from  joint  efforts  to  promote  econom- 
ic development.  States  can  encourage 
such  regional  approaches  where  appro- 
priate by  establishing  institutional  mecha- 
nisms to  bring  together  various  localities, 
businesses,  and  community  organizations 
within  a  region,  and  by  providing  tech- 
nical assistance  and  financial  support  for 
regional  approaches. 

■  Provide  Training  for  Community 
I  Leaders.     In  addition  to  ensuring  that 

local  officials  are  fully  apprised  of  state 
services,  states  can  establish  training  pro- 
i  grams,  referral  services,  and  data  bases  to 
enhance  community  leadership. 


NEW  YORK: 
REGIONAL  PAR 


Ten  regional  development  councils  have  been  established  to  rep- 
resent distinct  geographic  regions  of  the  state.  The  councils,  which 
are  made  up  of  education,  business,  and  government  leaders,  work 
in  conjunction  with  local  universities  to  design  regional  develop- 
ment strategies.  The  council  also  develops  and  reviews  proposals 
to  meet  project  goals.  After  setting  priorities,  the  council  submits 
proposals  for  funding. 

Almost  $30  million  has  been  available  through  fiscal  1987  to  fund 
projects  submitted  by  the  regional  councils.  Funding  is  provided  for 
technical  assistance,  direct  financing,  and  infrastructure  develop- 
ment Grants  and  loans  are  awarded  on  a  competitive  basis.  The 
program  has  been  in  operation  for  three  years  and  is  administered  by 
the  State  Economic  Development  Office. 


MASSACHUSETTS: 
A  REGIONAL  APPRi 


The  Cooperative  Regional  Industrial  Laboratory  (CRIL)  program 
focuses  on  revitalizing  regionally  concentrated  manufacturing  in- 
dustries with  potential  for  long-term  growth.  CRILs  link  their 
primary  asset,  worker  skills  and  experience,  with  management, 
engineering  and  marketing  expertise  to  develop  strategies  de- 
signed to  retain/create  high-wage,  quality  jobs.  CRIL  strategies  are 
implemented  and  closely  coordinated  with  traditional  private, 
local,  and  state  economic  development  resources  providing  ser- 
vices from  financial  and  technical  assistance  to  employment  and 
training,  to  export  trade  support. 

Using  state  and  federal  funds,  Massachusetts  has  since  1984 
sponsored  three  CRILs  targeted  at  the  machining  industry  in  the 
northwestern  part  of  the  state,  the  apparel  industry  in  the  south- 
east, and  the  machining/metal-working  industry  around  Spring- 
field. Each  CRIL  is  run  by  an  independent  board  of  local  labor, 
management  and  community  representatives.  CRIL  strategies  dif- 
fer reflecting  variations  in  worker  skills,  local  economies,  market 
opportunities,  and,  most  important,  the  wishes  and  needs  of 
workers,  employers  and  community  leaders. 

CRILs  are  operated  by  the  Industrial  Services  Program  through 
contracts  to  local  development  or  employment  and  training  agen- 
cies. 
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THE  NEW  YORK  COMPACT 


In  1986,  New  York  announced  formation  of  the  New  York  Compact,  an 
agreement  with  business  and  labor  leaders  to  promote  labor-man- 
agement cooperation  and  provide  better  protection  for  workers  in 
the  event  of  plant  closings  and  layoffs.  The  compact  establishes  a 
system  for  advance  notice  of  plant  closings,  and  targeting  of  job 
training  and  assistance  to  distressed  firms.  There  is  also  a  commit- 
ment to  start  a  program  to  provide  extended  health  insurance  to 
workers  who  lose  their  jobs.  Through  voluntary  and  contractual 
provisions,  the  compact  asks  businesses  to  give  a  voluntary  ninety 
day  advance  notice  of  shutdowns  and  layoffs.  In  the  future,  companies 
that  receive  government  economic  benefits  will  be  required  to  give 
such  advance  notice. 


RESPONDING  TO 
DISLOCATION 

The  Immediate  Challenge 

As  the  realities  of  an  international  econ- 
omy and  the  accelerating  pace  of  tech- 
nological change  come  to  dominate  our 
economic  life,  states  and  localities  are  con- 
fronted with  dislocation.  A  states  long- 
term  goal  is  to  build  strong  local  econo- 
mies. However,  managing  crises  resulting 
from  dislocation — finding  alternatives  to 
plant  closings,  minimizing  layoffs,  facilitat- 
ing worker  retraining,  helping  farmers 
avoid  foreclosures,  and  providing  services 
that  ease  the  transition  for  workers,  their 
families,  and  their  communities — is  the 
immediate  challenge. 

The  problem  is  not  international  and 
technological  change  itself,  but  the  fact 
that  the  benefits  created  by  the  change  are 
not  distributed  evenly  among  the  popula- 
tion. Trade  and  technology  may  create 
new  job  opportunities  and  a  higher  stan- 
dard of  living  overall,  but  those  who  have 
been  dislocated  or  who  have  not  been 
part  of  these  benefits  cannot  be  ignored. 
States  need  to  be  prepared  to  address 
both  the  needs  of  the  dislocated  worker 
and  the  community 

The  circumstances  of  dislocation  differ, 
but  a  number  of  the  principles  for  re- 
sponse can  be  applied  in  many  cases. 

The  Earlier  the  Better.  The  most  effec- 
tive assistance  takes  place  before  crises 
develop.  Communities  must  develop  ways 
to  identify  problems  before  plants  layoff 
workers  or  shut  down.  Early  and  reliable 
notification  is  best  achieved  when  pro- 
vided by  the  plants  themselves.  State  and 
local  officials  need  to  build  a  relationship 
with  their  firms  that  provides  mutual  trust. . 
If  necessary,  states  may  create  a  set  of  in- 
centives that  reward  early  notification  and 
discourage  overnight  shutdowns. 
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Quick,  Concerted,  and  Expert  Re- 
sponse. The  expertise  of  many  state 
agencies  and  information  about  state  pro- 
grams must  be  coordinated  and  present- 
ed quickly  to  plants,  communities,  and 
citizens  facing  dislocations.  This  requires 
that  the  state  have  access  to  a  variety  of 
financial,  engineering,  legal,  and  econom- 
ic resources  on  an  immediate  basis,  with  a 
designated  leader  to  coordinate  rapid  re- 
sponse. 

Common  Understanding  of  the  Prob- 
lem. If  requested,  states  can  convene 
plant  management,  labor  organizations, 
relevant  community  organizations,  and,  in 
some  cases,  important  customers  or  sup- 
pliers, to  develop  a  plan  of  action.  Assis- 
tance should  be  premised  on  analysis  and 
agreement  on  the  problem.  Moreover, 
this  analysis  and  understanding  of  the 
problem  must  be  shared  with  everyone 
involved  if  it  is  to  be  effective.  Agreement 
at  the  onset  will  induce  greater  coopera- 
tion. The  risks  and  costs  must  also  be 
shared.  For  example,  workers  may  have  to 
accept  restructured  wages  that  are  tied  to 
productivity  or  profits,  while  manage- 
ment may  have  to  revise  capital  invest- 
ment plans. 

Realistic  Solutions.     The  aim  in  any 

strategy  is  to  help  the  community  find  the 
best  possible  outcome,  consistent  with 
market  conditions.  This  may  mean  refur- 
bishing a  plant  or  factory  so  it  can  con- 
tinue to  operate  without  government  sub- 
sidy. In  that  case,  everyone  gains.  But 
sometimes  the  only  answer  is  the  orderly 
closing  of  an  outmoded  and  consistently 
non-competitive  facility.  In  the  face  of  this 
reality,  worker  retraining  and  community 
redevelopment  assistance  is  needed. 


Rapid  Re-employment.  A  stable  and 
satisfying  job  that  allows  all  our  citizens 
the  quality  of  life  they  seek  is  the  overrid- 
ing goal  of  every  level  of  government  and 
every  community.  The  goal  is  not  just  to 
perpetuate  the  life  of  any  one  plant  or 
firm.  When  jobs  are  lost,  the  state  and 
community  must  turn  their  attention  to 
ways  of  putting  individuals  back  to  work 
quickly.  Programs  providing  community 
development  assistance  and  labor  retrain- 
ing, and  aimed  at  building  a  more  flexible 
and  mobile  economy  capable  of  attracting 
new  employers,  must  quickly  be  instituted 
to  support  dislocated  workers  and  help 
locate  new  jobs. 

The  state  serves  as  a  catalyst  in  respond- 
ing to  dislocation.  States  do  not  impose 
solutions,  but  rather  bring  resources  to 
the  community  so  everyone  can  work  to- 
gether to  find  solutions.  State  policies  do 
not  create  competitiveness  themselves; 
they  allow  workers  and  firms  to  be  com- 
petitive. They  facilitate  cooperative  labor, 
management,  and  community  relations, 
united  around  common  goals  and  best 
solutions.  Like  the  longer-term  goal  of 
building  stable,  diversified  communities, 
the  short-term  management  of  change  is 
often  a  matter  of  enabling  others  to  find  a 
solution  rather  than  dictating  one.  It  cen- 
ters on  creating  the  circumstances  that 
allow  our  system  to  work. 
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STATE  STRATEGY 

Develop  a  Response  Capability 

to  Help  Communities  and 

Workers  Confronted  by 

Dislocation. 

In  an  economy  undergoing  rapid 

change,  states  must  be  ready  to  help 

businesses  and  workers  faced 

with  dislocation. 


States  may  wish  to  investigate  a  number 
of  options  including  a  State  Adjustment 
Service  (SAS)  similar  to  the  Canadian 
Adjustment  Service  already  in  operation. 
Such  a  service  would  help  firms  increase 
their  productivity  through  both  techno- 
logical improvements  and  management 
techniques.  It  would  also  help  businesses 
and  communities  deal  with  closures  and 
layoffs  and  arrange  for  retraining  and  tran- 
sitional assistance  for  dislocated  workers. 


A  States  Adjustment  Sendee  could: 

■  Identify  Plants  and  Firms  in  Trou- 
ble. The  SAS  would  maintain  a  strong 
intelligence  system  to  provide  early  warn- 
ing of  change. 

■  Explore  Appropriate  Options.    One 

key  task  of  the  service  would  be  to  help 
firms  and,  if  appropriate,  communities, 
explore  a  variety  of  options  to  deal  with 
dislocation.  These  could  include  job  re- 
structuring, retooling  or  reorganizing  a 
production  line,  retraining  workers,  and 
rinding  new  markets. 

■  Bring  Together  All  Parties  Involved. 

When  a  plant  closing  occurs  or  is  about 
to  occur,  state  adjustment  officers  could 
help  form  a  local  adjustment  committee, 
involving  all  parties,  with  an  impartial 
experienced  chairperson,  appointed  by 
the  committee.  Committee  costs  could  be 
shared. 

■  Help  Workers  Find  New  Jobs  and 
Skills.  If  layoff  is  unavoidable,  the  labor- 
management  adjustment  committee  can 
be  used  to  help  workers  find  new  jobs  and 
new  skills  as  soon  as  possible,  often  sub- 
stantially before  a  plant  closes. 

The  strength  of  this  system  lies  in  the 
local  adjustment  committee,  which  in- 
cludes representatives  of  labor  and  man- 
agement, the  adjustment  officer,  and  the 
committee  chair  Together,  they  have  the 
best  possible  knowledge  of  the  workers 
who  have  lost  their  jobs,  and  the  labor 
market  in  which  they  are  competing.  The 
committee  should  be  based  on  voluntary 
rather  than  compulsory  participation. 
One  important  committee  role  is  to  find 
ways  to  develop  a  shared  understanding 
of  the  circumstances  facing  the  worker, 
the  firm,  and  the  community  Once  a  com- 
mittee has  been  formed,  community  lead- 
ers and  other  state  officials  with  expertise 
in  community  economic  development 
programs  should  become  involved.  These 
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state  and  local  leaders  can  help  the  com- 
munity and  the  affected  workers  prepare 
for  change.  The  solution  chosen  by  the 
committee  should  form  the  basis  for  the 
next  steps. 

While  this  approach  is  most  applicable 
to  plant  closures,  the  same  principles 
could  be  applied  to  farm  foreclosures  and 
similar  types  of  dislocation. 

■  Consolidate  Ml  Assistance  into  a 
Single  Federal-State  Program.  This 
could  be  coupled  with  a  requirement  for 
pass-through  of  a  portion  of  federal  funds 
to  local  governments  in  accordance  with 
priorities  established  at  the  state  level. 

■  Expand Eligible Activities.  Suchser- 
vices  could  include  the  full  array  of  cus- 
tomized support  for  businesses  described 
in  Chapter  Three  as  well  as  investments  in 
infrastructure  and  state  and  local  informa- 
tion and  planning  activities. 

■  Target  Resources.  Priority  should  be 
given  to  sub-state  areas  facing  the  most 
severe  dislocation. 


STATE  INDUSTRIAL 
ADJUSTMENT  SERVICES 


Ohio,  Michigan,  New  Jersey,  New  York,  and 
Vermont — are  just  beginning  a  test  of  the  Canadian  method  of 
helping  workers  adjust  to  plant  closings  and  industrial  change  as 
part  of  a  joint  project  of  the  National  Governors'  Association  and 
the  U.S.  Department  of  Labor. 

The  Goodyear  Tire  and  Rubber  Company  shut  down  its  shoe 
products  plant  in  Windsor,  Vermont,  leaving  300  employees  to  find 
new  jobs.  The  Goodyear  Manpower  Re-employment  Committee  was 
established  at  the  plant  to  aid  the  workers.  The  committee  has 
assembled  a  skills  inventory  and  has  compiled  lists  of  job  training 
programs  in  the  area.  Working  closely  with  the  Job  Service  in 
Vermont,  the  committee  has  also  been  involved  in  resume  and 
entrepreneurship  workshops  and  a  Jobs  Fair.  So  far,  with  the 
assistance  of  the  Committee,  over  130  workers  have  found  re- 
employment, and  70  more  are  enrolled  in  training  programs. 

In  May  1987,  Ore-Ida  Foods,  Inc.  closed  its  Greenville,  Michigan 
potato  processing  plant  after  a  five-month  notice,  leaving  530  work- 
ers without  jobs.  A  Joint  Adjustment  Committee  (LAC)  composed  of  six 
company  representatives— diree  from  management  and  three  from 
labor,  and  a  neutral  outside  chairperson — directed  two  different 
service  providers  to  develop  tailored  plans  of  action.  The  JAC  proved 
to  be  a  tough  negotiator,  ensuring  that  a  full  range  of  services  would 
be  available  for  workers  while  saving  over  $50,000,  approximately 
65  percent  of  the  initial  cost  estimate.  To  date,  over  100  workers  have 
signed  up  for  services,  and  thirty-eight  workers  now  hold  new  jobs. 

In  New  Jersey,  a  pharmaceutical  plant  is  phasing  layoffs  of  200 
people.  The  firmls  H.E.L.P.  (Help  Employees  Locate  Positions)  Com- 
mittee first  developed  a  questionnaire  to  find  out  what  services  their 
fellow  workers  wanted.  The  chairperson  and  committee  members 
have  been  contacting  those  employees  who  have  already  been  laid  off. 
The  committee  has  been  working  with  the  local  service  delivery  area 
and  the  Employment  Service  to  determine  what  jobs  and  training 
resources  are  currently  available  that  match  the  employees'  needs. 
They  have  set  up  an  out-placement  center  and  run  a  series  of  career 
days.  They  have  also  begun  to  contact  employers  in  the  area  that  may 
need  new  workers. 
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MAKING  RURAL 
AMERICA  COMPETITIVE 

A  Special  Case 

In  Osceola,  a  town  of  4000  in  the  farm 
country  of  southern  Iowa,  eight  new 
factories  have  opened,  and  manufacturing 
jobs  have  increased  fivefold  since  1970. 
Local  leaders,  working  in  partnership  with 
the  Iowa  Department  of  Economic  Devel- 
opment, a  community  college,  and  the 
utility  which  serves  south  central  Iowa, 
have  helped  local  businesses  with  an  array 
of  public  investments,  financial  assistance, 
customized  training  programs,  and  prob- 
lem-solving initiatives. 

While  Osceola  and  hundreds  of  other 
small  rural  communities  have  enjoyed 
economic  stability  and  growth,  this  is  not 
characteristic  of  most  of  rural  America. 
Major  declines  and  shifts  within  the  agri- 
cultural, mining,  timber,  energy  and  man- 
ufacturing sectors  of  our  economy  have 
had  a  profound  effect.  Nearly  half  of  the 
nations  non-metropolitan  counties  have 
either  experienced  unemployment  rates 
over  9  percent,  or  have  lost  population 
since  1980. 

The  much-publicized  farm  crisis  is  part 
of  the  problem,  but  only  part.  Nearly  a 
third  of  rural  non-metropolitan  counties 
are  primarily  dependent  on  manufactur- 


ing, about  as  many  as  are  agriculture-de- 
pendent. After  keeping  pace  with  metro- 
politan America  during  most  of  the  1970s, 
per  capita  income  in  rural  manufacturing 
counties  increased  at  only,  half  the  rate  of 
metropolitan  America  between  1979  and 
1984.  Other  economic  mainstays  of  rural 
America,  mining,  oil  and  gas,  timber,  have 
also  been  hit  hard.  And  to  exacerbate  the 
situation,  most  rural  areas  are  not  attract- 
ing the  fast-growing  sectors  of  our  econo- 
my like  technology  and  business  services 
industries.  Although  the  evidence  is  not 
conclusive,  it  appears  that  many  rural 
areas  have  become  less  accessible  be- 
cause of  transportation  deregulation. 

This  dichotomy  in  rural  America — sta- 
bility and  growth  versus  distress  and  de- 
cline— exemplifies  the  opportunities  and 
challenges  for  states  in  creating  jobs  and 
promoting  economic  growth  in  rural 
America.  Recognizing  these  changes  and 
the  importance  of  rural  America  to  the 
health  of  the  nation,  the  Task  Force  on 
Jobs,  Growth,  and  Competitiveness  gave 
special  attention  to  the  needs  of  the  rural 
regions  of  this  country.  The  task  force 
went  to  Iowa  for  two  days  to  learn  more 
about  the  concerns  and  problems  faced 
by  these  regions. 

The  development  strategies  summa- 
rized here  have  considerable  applicability 
to  rural  America.  However,  the  economic 
base  of  rural  America,  although  very  di- 
verse, is  also  different  from  that  in  most 
metropolitan  areas.  Development  strat- 
egies must  reflect  these  differences.  In 
most  rural  areas,  wages  are  lower  and 
citizens  are  more  dependent  on  the  pro- 
duction and  use  of  natural  resources.  Eco- 
nomic opportunities  are  not  as  great  in 
these  areas  because  of  the  limited  local 
market  and  the  lack  of  infrastructure  and 
other  support  systems  so  important  in 
stimulating  economic  growth. 

The  following  steps  represent  a  prac- 
ticable guide  to  developing  rural  areas: 
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"The  economic  policies  that  have 

been  carried  out  by  the  federal 

government  have  been  aimed 

toward  providing  an  overall 

economic  improvement  for  the 

United  States.  The  well-being  of 

rural  areas  of  this  country  has 

been  sacrificed  in  the  process. 

Agriculture  is  in  the  midst  of 

economic  conditions  not  seen 

since  the  1930s.  Rural  businesses 

and  communities  dependent  on 

agriculture  have  been 

devastated  at  the  same  time.  At  a 

time  when  rural  development 

activities  are  crucial  to  rural 

areas  of  Americans,  there  has 

been  a  retreat  from  these  types 

of  initiatives  by  the  federal 

government. 
We  must,  first,  recognize  that 
there  are  needs  of  rural  areas 
that  are  not  being  adequately 

addressed,  because  of  the 

limitations  of  local  and  state 

funds.  An  alliance  between  local 

leadership,  state  government, 

and  federal  government  must  be 

forged  to  deal  with  the  urgent 

needs  of  rural  areas  of  this 

nation.  Coordination  and 

cooperation  between  the  state 

and  federal  entities  working  for 

the  development  of  rural  areas 

is  necessary,  if  we  are  to  succeed 

in  revitalizing  rural  America." 

GEORGE  A.  SINNER 

Governor  of  North  Dakota 

1987  Testimony  before  the  Committee  on 

Agriculture,  Nutrition,  and  Forestry,  U.S.  Senate 


CALIFORNIA'S  RURAL  RENAISSANCE 


lauiornias  recenuy  enacted  iturai  Renaissance  program  provides  $8 
million  for  state  grants  to  counties  to  promote  economic  development 
in  rural  areas.  The  grants  can  be  used  for  market  studies,  advertising, 
and  marketing  activities.  The  Rural  Renaissance  legislation  also 
authorized  $30  million  for  capitalizing  a  new  infrastructure  grant  and 
loan  program.  Loans  are  available  in  larger  amounts  than  in  most 
other  programs  and  can  be  directed  to  projects  that  would  help  create 
new  private  sector  jobs. 


ARKANSAS:  FAMILY  FARM 
LOAN  PROGRAM 


The  Arkansas  Family  Farm  Loan  Program  seeks  to  address  some  of 
the  near-term  problems  of  family  farmers  by  using  $10  million  in 
state  pension  funds.  Below-market-rate  loans  are  available  to 
Arkansas  farmers  for  up  to  ten  years  at  fixed  rates.  The  program  is 
funded  by  the  Arkansas  Teacher  Retirement  System  and  adminis- 
tered by  the  Arkansas  Development  Finance  Authority.  It  funds 
FmHA  eligible  loans  to  finance  land  acquisition;  construction, 
purchase,  or  improvement  of  farm  buildings  and  facilities;  pur- 
chase of  farm  machinery,  equipment,  inventory,  livestock,  poultry, 
and  fish;  payment  of  annual  operating  expenses;  and  soil  and 
water  conservation. 
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1.  Establish  a  Rural 
Development  Strategy 

States  must  give  special  attention  to  chart- 
ing the  opportunities  for  development  in 
rural  economies.  The  first  step  in  custom- 
izing a  competitiveness  strategy  is  a  clear 
understanding  of  the  states  rural  econo- 
my, identifying  the  critical  industries,  un- 
derstanding their  economic  structure, 
and  assessing  the  national  and  global  eco- 
nomic trends  that  may  influence  the  rural 
economy 

While  a  states  rural  strategy  can  take 
many  different  directions,  it  should  in- 
clude a  plan  for  economic  diversification, 
the  provision  of  transitional  services  to 
hard-hit  areas  of  the  state,  and  identifica- 
tion of  key  infrastructure  needs.  Following 
this  process,  it  will  be  much  easier  to 
decide  how  to  target  the  investment  of 
public  resources. 

2.  Invest  in  Human 

Resources  and  Physical 

Capital 

State  governments  finance  a  large  share  of 
public  investments  in  human  resources 
and  infrastructure.  Having  a  sound  basic 
infrastructure  of  roads,  waterways,  and 
wastewater  facilities  is  important  to  the 
economic  vitality  of  an  area.  But  investing 
in  infrastructure  does  not  assure  that  eco- 


nomic development  will  occur.  For  exam- 
ple, officials  in  Osceola,  Iowa,  told  the  task 
force  that  a  new  interstate  did  not  stimu- 
late growth  until  the  town  leaders  mobi- 
lized and  implemented  a  strategy  Invest- 
ments in  infrastructure  must  be  strate- 
gic— tied  to  a  strategy  for  competitiveness, 
linked  to  local  investments  in  economic 
development,  and  monitored  to  deter- 
mine whether  the  investments  are  achiev- 
ing the  desired  outcome. 

Often  overlooked  in  the  discussions  of 
infrastructure  is  the  role  of  telecommuni- 
cations. In  a  knowledge-based  economy, 
firms  require  first-class  telecommunica- 
tions services,  but  in  some  rural  areas  the 
conversion  to  new  fiber  optic  systems,  for 
example,  is  proceeding  slowly.  States 
should  promote  private  investment  in  up- 
graded or  new  telecommunications  infra- 
structure in  both  rural  and  metropolitan 
areas.  This  could  encourage  information- 
based  firms  to  consider  locations  in  rural 
areas  which  would  not  require  other 
types  of  costly  infrastructure  investments. 

Investments  in  human  resources  are  an 
even  more  critical  part  of  an  agenda  for 
competitiveness.  Here  also,  investment 
strategies  must  be  geared  to  local  eco- 
nomic realities  and  opportunities.  Rural 
America  is  very  diverse,  and  investment 
strategies  must  be  customized  to  address 
local  conditions.  Some  rural  areas  already 
enjoy  good  elementary  and  secondary  ed- 
ucation; the  issue  here  is  maintaining  a 
high  level  of  investment  while  taking  steps 
to  improve  quality  State  and  local  training 
programs  can  be  designed  to  address  the 
skill  levels  of  the  local  population  and  the 
skill  requirements  of  industries  that  will 
develop  in  the  area. 
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3.  Promote 
Entrepreneurial 

Development 

There  is  vitality  in  Osceola,  Iowa,  and  in 
many  other  rural  communities.  This  can 
be  attributed  to  a  number  of  factors  in- 
cluding a  skilled  and  adaptable  work- 
force, and  a  well-established  tradition  of 
self-employment  in  small  business  and 
farming  that  contributes  to  a  rural  culture 
of  self-reliance  and  entrepreneurship. 
Strong  allegiance  to  local  communities, 
rural  amenities,  and  lifestyles  also  moti- 
vate residents  to  stay  and  create  their  own 
job  opportunities  and  encourage  former 
residents  to  return  home  to  create  new 
enterprises. 

State  and  local  governments  should 
build  on  the  spirit  of  entrepreneurship 
present  in  rural  communities.  Many  farm- 
ers and  owners  of  small  businesses  have 
experience  in  building  or  operating  new 
enterprises.  But  they  may  lack  specialized 
technical  skills  or  access  to  venture  capital. 
Rural  strategies  can  address  these  gaps  by 
developing  specialized  financial  and  man- 
agerial assistance  programs  for  rural  areas 
and  targeting  them  to  expand  the  local 
economy 

4.  Increase 
Access  to 
Financing 

Attracting  capital  investment  in  rural 
America  is  one  of  the  most  difficult  chal- 
lenges facing  state  and  local  officials.  Much 
of  rural  America  is  served  by  small  finan- 
cial institutions  that  lend  primarily  to 
farmers  and  retail  merchants.  Many  rural 
banks  lack  experience  and  expertise  in 
lending  to  manufacturers,  especially  in 
new  or  high-risk  industries.  However, 
even  if  they  had  the  expertise,  their  lend- 
ing to  manufacturing  firms  and  service 
industries  would  be  constrained  by  loan 
limits  and  by  the  absence  of  sufficient 
collateral  for  the  loans. 


States  can  step  in  as  a  substitute  or  can 
subsidize  local  lenders.  But  rather  than 
shouldering  the  burden  directly,  the  best 
strategy  is  to  help  local  lenders  overcome 
these  problems.  A  rural  banker  who  par- 
ticipated in  the  task  force  hearing  sug- 
gested that  states  and  state  banking  asso- 
ciations work  together  on  the  problems  of 
non-traditional  financing.  States  may  also 
want  to  guarantee  or  help  create  a  second- 
ary market  for  non-traditional  loans  by 
rural  banks.  State  regulatory  agencies  may 
be  able  to  adopt  policies  which  encour- 
age sound  lending  to  non-traditional  bor- 
rowers. 

A  similar  problem  can  arise  with  feder- 
al financial  assistance  to  businesses  in 
rural  areas.  Bankers,  local  government  of- 
ficials, and  business  leaders  may  lack  tech- 
nical expertise  in  preparing  applications 
for  federal  aid.  Here  again,  states  can  help 
by  providing  technical  assistance  either 
directly,  with  state  personnel,  or  indirectly, 
by  supporting  or  training  local  specialists. 

The  problem  of  finding  financing  is  es- 
pecially difficult  for  new  firms  starting  up 
in  rural  communities.  Venture  capital 
tends  to  be  located  in  major  money  cen- 
ters, and  many  venture  capitalists  prefer  to 
invest  in  firms  that  are  located  nearby. 
States  can  help  by  investing  their  own 
resources  in  venture  capital  funds,  by  en- 
couraging private  venture  capitalists  to  in- 
vest in  rural  areas,  and  by  linking  investors 
with  entrepreneurs. 
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RESPONSIVE  COMMUNITIES 


ORTHDAKQTA 


5.  Develop 
Local  Leadership 


The  state-owned  Bank  of  North  Dakota  is  working  with  commercial 
banks  in  die  state  to  help  them  diversify  their  lending  patterns.  Many 
banks  in  rural  North  Dakota  have  had  limited  experience  in  making 
industrial  loans,  especially  to  businesses  that  are  not  linked  to 
agriculture,  mining,  oil  and  gas,  or  wholesale  and  retail  trade.  The 
state  is  now  hiring  an  industrial  loan  specialist  who  will  assess  the 
quality  of  industrial  loans  brought  to  the  bank  for  partnership  loans 
with  commercial  banks  and  who  will  also  work  closely  with  local 
lenders  to  develop  their  capacity  to  evaluate  loans  to  non-traditional 
industries. 


The  Arkansas  Industrial  Development  Commission  (AIDC)  has 
dertaken  a  campaign  to  promote  Arkansas-made  products.  As  part  of 
Ms  campaign  die  "Good  Work,  Arkansas"  program  began  in  1986 
with  a  point-of-purchase  campaign  in  local  grocery  stores.  Over  600 
grocery  stores  displayed  point-of-purchase  materials  which  told 
consumers  to  'look  for  Arkansas  products  here."  Since  the  program 
began,  many  companies  have  reported  increased  sales.  Affiliated 
Food  Stores  reported  a  9  to  10.5  percent  increase  in  sales  of 
Arkansas  products,  Tyson  Foods  sales  increased  7  percent,  and 
Safeway  stores  recorded  a  total  dollar  sales  increase  of  6. 3  percent  of 
Arkansas  packaged  products.  These  figures  are  quite  impressive 
when  they  are  compared  to  a  nationwide  sales  increase  of  less  than 
1.5  percent. 


Arkansas  has  launched  a  companion  program  to  "Good  Work, 
Arkansas,"  called  "Make  a  Difference  Arkansas."  The  program  focus- 
es on  an  education  campaign  to  encourage  consumers  to  purchase 
apparel,  home  furnishings,  and  other  products  made  in  Arkansas. 
Several  industries  within  the  state  have  documented  direct  benefits 
from  the  program. 

"Good  Work,  Arkansas"  complements  the  national  program  initiat- 
ed by  Sam  Walton,  chief  executive  officer  of  the  Arkansas-based  Wal 
Mart  Company.  Wal  Mart's  "Crafted  with  Pride  Council"  was  estab- 
lished in  1 984  as  a  cooperative  effort  between  Wal  Mart  and  American 
manufacturers.  The  program  began  in  Arkansas  when  a  plant  re- 
opened with  the  help  of  a  state  economic  development  grant. 


Community  leadership  is  central  to  rural 
economic  development.  Without  strong 
local  leadership,  rural  economies  will  not 
grow.  One  of  the  clearest  findings  of  the 
task  forces  Iowa  hearing  was  the  vital  role 
played  by  community  leaders.  Although 
one  can  easily  identify  several  factors 
which  will  contribute  to  a  vibrant  rural 
economy — such  as  good  infrastructure, 
location  near  a  metropolitan  area,  or  the 
presence  of  a  college  or  university,  these 
are  usually  insufficient  in  themselves.  Vig- 
orous and  persistent  leadership  is  equally 
important  to  develop  a  diversified  eco- 
nomic base.  States  cannot  create  local 
leadership,  but  they  can  help  create  condi- 
tions in  which  effective  local  leaders  will 
emerge  and  operate. 

Governors  can  provide  the  leadership 
needed  to  take  a  fresh  look  at  the  renewal 
of  rural  America.  As  chief  executives,  with 
responsibility  for  a  broad  range  of  state 
policy,  they  can  cut  across  old  allegiances 
and  lines  of  thought.  They  can  help  re- 
focus  state  energies,  serving  as  an  impor- 
tant link  in  building  a  new  state-federal 
rural  development  partnership.  Rural 
America  is  mobilizing  itself  to  deal  effec- 
tively with  economic  change.  Governors 
are  ready  to  lead  this  revitalization. 
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The  challenge  ahead  of  us  is  clear:  we 
must  ensure  that  Americans  have 
good  jobs  by  seeing  that  the  economy 
remains  competitive.  States  cannot  do  this 
alone.  The  federal  government  needs  to 
provide  a  balanced  and  stable  economic 
framework,  both  domestic  and  interna- 
tional. As  the  world  economy  becomes 
more  integrated,  this  will  not  only  be- 
come more  difficult,  it  will  become  more 
important. 

A  federal  agenda  to  improve  our  com- 
petitiveness should  include  four  major 
strategies: 

■  Create  a  fair  and  stable  domestic  eco- 
nomic environment. 

■  Promote  a  stable  international  financial 
framework  that  will  contribute  to  free 
trade  and  high  growth. 

■  Establish  more  equitable  trade  relation- 
ships. 

■  Provide  more  effective  regional  target- 
ing and  flexibility  in  federal  programs. 
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FEDERAL  STRATEGY 

Create  a  Fair  And 

Stable  Domestic 

Economic  Environment. 

The  federal  government  can  use  its 

spending  and  taxing  decisions,  as 

well  as  the  monetary  policies  of  the 

Federal  Reserve  Bank,  as  tools  to 

create  a  stable  economic  framework. 

Such  policies  and  decisions  influence 

interest  rates,  inflation,  real  growth, 

and  unemployment.  They  also  help 

maintain  confidence  in  U.S.  banking 

and  other  financial  systems. 


'You  know  this  trend  of 
returning  responsibility  to  the 

states  from  Washington  will 
continue.  We  must  continue  to 
be  a  leader  in  demonstrating 
that  given  the  opportunity  and 

flexibility,  we  and  our  sister 

states  can  reduce  the  net  overall 

burden  of  government  on  our 

citizens  while  accepting  an 
expanded  state  and  local  role. " 

JOHN  H.  SUNUNU 
Governor  of  New  Hampshire 


"It  is  time  we  vigorously  re- 
assert Americas  national 
interest.  America  needs  to  adopt 
a  long-term  strategy  for  dealing 
with  international  trade.  Such  a 
strategy  should  focus  not  only  on 
trade,  but  all  issues  related  to 
America's  ability  to  compete  in 
today's  global  economy." 

NORMAN  H.  BANGERTER 

Governor  of  Utah 


A  more  effective  fiscal  and  monetary 
policy  requires  the  federal  goiernment 


tO: 


■  Reduce  the  Federal  Budget  Deficit. 

The  projected  1987  deficit  of  $174  billion 
must  be  eliminated  over  the  next  five 
years.  This  should  decrease  interest  rates, 
and  create  more  favorable  exchange  rates, 
thus  allowing  U.S.  goods  and  services  to 
compete  effectively  in  the  world  economy 
As  part  of  the  deficit  reduction  strategy, 
the  federal  government  must  renew  its 
efforts  to  enforce  our  present  tax  laws. 
The  tax  compliance  rate  in  the  United 
States  is  currently  about  80  percent.  We 
can  increase  our  revenues  and  begin  to 
reduce  the  deficit  by  more  vigorous  en- 
forcement of  current  laws. 


savings  in  1986,  as  a  percentage  of  GNR, 
dropped  to  2.8  percent,  the  lowest  in  thir- 
ty-seven years.  This  is  substantially  lower 
than  many  of  our  European  trading  part- 
ners. The  federal  government  should  con- 
sider additional  incentives  for  savings  and 
disincentives  for  consumption,  as  well  as  a 
national  awareness  program  to  increase 
the  savings  rate. 


■  Enhance  the  Private  Savings  Rate. 

Not  only  has  the  federal  government  sub- 
stantially increased  its  borrowing,  but  pri- 
vate savings  have  also  been  low,  thereby 
contributing  to  high  interest  rates.  Private 
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FEDERAL  STRATEGY 

Promote  a  Stable  International 

Financial  Framework  That 

Will  Contribute  To  Free  Trade 

And  High  Growth. 

Uncertainty  about  future  exchange 

rates  and  the  ability  of  certain  nations 

to  repay  their  international  debt  has 

been  a  deterrent  to  trade  and  a 

restraint  on  economic  growth. 


The  federal  government  can: 

■  Coordinate  Monetary  And  Fiscal  Pol- 
icies With  Our  Major  Trading  Partners. 

Differences  in  economic  growth  rates 
and  interest  rates  across  nations  are  im- 
portant in  determining  exchange  rates. 
The  United  States  needs  to  coordinate 
monetary  and  fiscal  policy  with  other  na- 
tions, particularly  japan  and  Western  Eu- 
rope. This  is  not  only  necessary  to  help 
maintain  our  competitive  position,  it  is 
critical  to  the  stability  needed  to  maximize 
the  benefits  of  international  trade. 

At  the  Tokyo  Economic  summit,  the 
leaders  of  seven  of  the  largest  countries 
agreed  to  improving  the  flexibility  of  die 
international  monetary  system,  in  order  to 
minimize  exchange  rate  fluctuations.  This 
was  an  important  step  forward,  but  the 
international  community  needs  to  focus 
on  developing  specific  poliq7  steps  to  re- 
duce exchange  rate  variability  These  na- 
tions may  also  need  to  agree  on  other 
types  of  policy  coordination  measures, 
such  as  GNP  growth. 

■  Assist  In  Managing  The  Debt  Of  Less- 
developed  Countries.  Mexico,  Brazil, 
and  several  Third  World  countries  have 
recently  indicated  that  they  are  unable  to 
pay  back  large  international  loans.  The 
Latin  American  debtor  nations  currently 
have  a  total  external  debt  of  more  than 
1318  billion,  with  yearly  interest  payments 
totaling  $38.5  billion.  Their  trade  surplus 
is  only  $8.5  billion.  This  debt  repayment 
limits  the  overall  growth  rate  of  these  na- 
tions and  restricts  their  ability  to  purchase 
U.S.  exports.  The  federal  government, 
through  international  organizations,  such 
as  the  World  Bank  or  International  Mone- 
tary Fund,  can  forge  agreements  to  re- 
structure this  debt,  allowing  these  coun- 
tries to  pay  off  their  indebtedness  while 
maintaining  an  acceptable  growth  rate. 
Over  the  long  run,  reductions  in  Third 
World  debt  are  critical  to  increased  U.S. 
exports. 
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FEDERAL  STRATEGY 

Establish  more  equitable 
trade  relationships. 

The  United  States  must  have  more 

access  to  export  markets.  Trade 

barriers  continue  to  exist  for  many 

products  from  steel  and  automobiles 

to  electronics  and  textiles.  Also,  the 

export  targeting  of  the  U.S.  market 

needs  to  be  addressed. 


The  federal  government  should  work 
to: 

■  Broaden  the  scope  of  a  new  GATT 
agreement.  The  new  round  of  the  Gen- 
eral Agreement  on  Tariffs  and  Trade 
(GATT)  negotiation  provides  a  good  op- 
portunity to  develop  a  multi-lateral  re- 
sponse to  the  export  targeting  strategies  of 
some  countries.  These  negotiations  may 
also  create  an  opportunity  to  extend  rules 
of  commercial  relations  to  areas  pre- 
viously exempted  from,  or  not  covered  by, 
GATT  including  agriculture,  services,  di- 
rect foreign  investment,  and  intellectual 
property  rights.  The  U.S.  should  also  work 
on  a  bilateral  basis  to  improve  trade  rela- 
tionships that  cannot  be  accomplished 
through  the  GATT 

■  Review  Export  licensing  Proce- 
dures. Not  all  trade  barriers  are  foreign. 
Some,  such  as  export  licensing,  are  do- 
mestic. The  current  system  of  export  li- 
censing is  designed  to  prevent  export  of 
strategically  sensitive  technology,  but  the 
present  decision  process  is  cumbersome 
and  marked  by  disagreements  between 
the  Departments  of  Commerce  and  De- 
fense. For  example,  the  General  Account- 
ing Office  recently  indicated  that  the  De- 
partment of  Commerce  did  not  concur 
with  65  percent  of  Department  of  De- 
fenses denial  applications  for  a  sample 
period  in  April  1985.  The  U.S.  trade  bal- 
ance for  high  technology  items  has  fallen 
more  than  $25  billion  during  the  period 
1980-1986. 

While  it  is  difficult  to  determine  how 
much  of  the  decline  is  due  to  licensing 
problems,  they  have  clearly  been  a  con- 
tributing factor.  Almost  40  percent,  or 
about  $62  billion  of  all  exports  of  non- 
military  manufactured  goods  in  1985,  re- 
quired licensing.  A  recent  survey  indicat- 
ed that  52  percent  of  exporters  believe 


The  federal  government  must 
take  responsibility  for  ensuring 

that  trade  agreements  and 

practices  promote  the  free  flow 

of  goods  in  the  international 

marketplace.  Patterns  of  unfair 

or  one-sided  trade  behavior 

should  be  countered  with  every 

legitimate  means  available  to 

the  federal  government  and 

generally  accepted  rules 

governing  this  area  should  be 

developed  through  international 

negotiation. 

Policy  adopted  by  the  National  Governors' 
Association 


they  lose  sales  as  a  consequence  of  licens- 
ing requirements.  The  problem  is  more 
pronounced  for  small  businesses. 

Recently  a  manufacturer  of  CT  scan- 
ners, an  important  tool  in  medical  diag- 
nostics, lost  a  prospective  sale  to  China. 
The  reason:  a  West  German  competitor 
promised  immediate  delivery.  The  U.S. 
firm  could  not  make  such  a  guarantee. 


PAGE  75  ■ 


THE  FEDERAL  AGENDA 


FEDERAL  STRATEGY 

Provide  More  Effective 

Regional  Targeting  And 

Flexibility  In  State  Programs. 

A  more  effective  federal/state 

partnership  will  increase  national 

competitiveness. 


The  federal  goiernment  can  help: 

■  Minimize  Economic  Disparities 
Across  States  And  Regions.  Regional 
economic  disparities  raise  problems  not 
only  for  the  people,  communities,  and 
regions  directly  affected  but  for  the  entire 
nation.  In  recent  years,  nearly  every  sec- 
tion of  the  country  has  been  affected  by 
severe  economic  distress.  Less  than  ten 
years  ago,  it  was  basic  manufacturing  in 
the  Northeast  and  Midwest.  Today  it  is 
agriculture,  mining,  and  oil  in  the  West, 
Midwest,  and  South.  A  number  of  our 
current  federal  programs  could  be  more 
effectively  targeted  to  those  areas  that  can 
benefit  most,  particularly  rural  areas  and 
inner  cities. 

We  also  need  to  take  a  fresh  look  at  how 
rural  America  is  faring  in  the  new  interna- 
tional economy  and  how  federal  and  state 
programs  affect  rural  communities.  While 
rural  areas  contain  a  quarter  of  the  nations 
population,  they  are  diverse  and  geo- 
graphically dispersed.  For  this  reason,  a 
consistent  rural  policy  has  not  been  for- 
mulated. The  development  of  a  national 
rural  development  strategy  should  be- 
come a  high  priority  for  the  federal  gov- 
ernment. Such  a  strategy  should  empha- 
size intergovernmental  cooperation  and 
federal/state  partnership. 

■  Create  A  Flexible  And  Responsive 
Employment  System.  The  states  and 
the  federal  government  should  explore 
the  advantages  and  disadvantages  of  alter- 
ing the  unemployment  insurance  pro- 
gram to  use  a  portion  of  the  funds  to 
finance  retraining,  relocation  costs,  and 
entrepreneurial  initiatives.  European 
countries  have  provided  lump  sum  pay- 
ments for  individuals  to  start  their  own 
businesses  and  for  some  this  has  been 
successful.  The  experiences  of  the  thir- 
teen states  that  have  been  experimenting 
with  varying  schemes  to  allow  employees 
to  reduce  hours  worked  and  receive  par- 
tial U.I.  payments  provide  valuable  lessons 
for  making  the  program  less  rigid.  Consid- 
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eration  should  be  given  to  shared  financ- 
ing of  die  program  by  employers  and  em- 
ployees as  is  the  case  in  New  Jersey  and 
most  European  countries.  Additionally 
die  advantages  of  vesting  some  portion  of 
the  employee  account  for  die  individual, 
as  is  done  with  pension  accounts,  should 
be  explored. 

Given  the  new  realities  of  the  global 
economy,  state  and  federal  policymakers 
may  want  to  undertake  a  coordinated 
analysis  and  saidy  of  the  portability  of 
health  and  pension  plans.  We  may  also 
need  a  study  of  the  value  and  feasibility  of 
revising  unemployment  insurance  bene- 
fits to  include  payments  into  employee 
healdi  insurance  and  retirement  plans  to 
maintain  coverage  on  a  current  basis 
while  die  individual  is  between  jobs. 

Given  die  great  diversity  in  employee 
benefit  packages  and  die  varying  circum- 
stances in  which  employees  find  diem- 
selves,  it  may  make  sense  to  allow  employ- 
ees to  design  their  own  benefit  packages 
and  to  determine  how  employer  contri- 
butions will  be  allocated  among  protec- 
tions being  purchased.  Some  may  empha- 
size health  protection,  others  pension. 
More  study  is  needed  in  diis  area. 

■  Redefine  the  Federal/State  Partner- 
ship. A  number  of  federal  and  state  pro- 
grams could  be  refocused  to  enhance 
their  overall  contribution  to  competitive- 
ness. Several  examples  are: 

■  Export  Development.  The  federal 
government  can  provide  information 
about  foreign  markets,  export  trade  op- 
portunities, and  patterns  of  international 
trade  much  more  efficiently  than  the  sepa- 
rate states.  Therefore,  the  federal  govern- 
ment should  expand  its  efforts  in  "trade 
intelligence"  and  should  transfer  to  the 
states  the  responsibilities  for  providing 
technical  assistance  to  exporters. 

■  Small  Businesses.  The  federal  gov- 
ernment and  the  states  bodi  provide  di- 
rect financial  and  technical  assistance  to 
small  businesses.  There  are  manv  creative 


Wthin  the  public  sector,  priority 

should  be  given  to  the  sorting 

out  of  roles  between  the  federal 

and  state  governments,  the 
effective  implementation  of  its 

programs  by  each  level  of 

government,  coordination  of 

state  and  federal  trade  efforts, 

and  consultation  and 

coordination  between  federal 

and  state  officials.  The  United 

States  can  effectively  address 

trade  imbalances  and  respond 

to  overseas  opportunities  only 

when  the  two  levels  of 

government  work  closely 

together  to  improve  our 

competitive  position  in  world 

commerce. 

Policy  adopted  by  the  National  Governors' 
Association 


initiatives  at  the  state  and  local  level.  Fed- 
eral resources  could  be  reallocated  to 
support  these  initiatives,  transferring 
some  program  monies  to  the  states  to  be 
spent  consistent  with  state  economic  de- 
velopment strategies.  The  joint  federal/ 
state  small  business  development  corpo- 
rations provide  one  example. 

■  Technology.  The  federal  government 
should  continue  to  have  a  lead  responsi- 
bility for  financing  research  and  develop- 
ment. These  benefits  cross  state  lines  and 
have  a  national  focus.  There  is  also  a  need 
for  closer  coordination  of  federal  efforts 
widi  state  initiatives  to  build  a  strong  re- 
search infrastructure  and  to  accelerate  die 
commercialization  of  research.  Recent 
federal  initiatives,  such  as  the  Federal 
Technology  Transfer  Act  of  1986,  encour- 
age cooperation  between  federal,  indus- 
try and  state  activities.  But  cooperation 
could  be  further  enhanced.  The  federal 
government  could: 

■  Appoint  state  officials  to  advisory 
boards  for  federal  agencies  that  in- 
vest in  research  and  development. 


■  Involve  state  officials  in  merit  re- 
view processes  for  major  federal  in- 
vestments, such  as  engineering  re- 
search centers  and  basic  science  and 
technology  centers. 

■  Establish  a  clearinghouse  for  shar- 
ing information  on  federal  and  state 
technology  initiatives. 

Congress  and  the  administration  must 
place  the  competitiveness  issue  at  the  top 
of  their  policy  agendas  and  move  forward 
quickly  States  can  lead  the  way  in  making 
workers  more  productive,  workplaces 
more  efficient,  and  communities  more  re- 
sponsive, but  we  cannot  reach  our  goal  of 
full  competitiveness  until  the  federal  gov- 
ernment acts  to  stabilize  our  domestic 
economy  and  establish  fair  trading  rela- 
tionships. 
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A  VISION  FOR  THE  FUTURE 

Governors  are  already  implementing 
many  of  the  suggestions  contained  in 
this  report.  They  are  providing  vision  and 
leadership  that  will  take  us  into  the  future. 

They  have  recognized  that  the  old  eco- 
nomic debate,  Sunbelt  versus  Frostbelt, 
was  a  narrow,  inward-looking  approach.  It 
is  being  replaced  by  a  new  outward-look- 
ing global  perspective.  This  new  vision 
focuses  on  American  know-how,  innova- 
tion, and  adaptability 

Governors  are  exercising  the  ag- 
gressive, creative  leadership  needed  to 
develop  a  new  international  awareness 
and  to  prepare  our  citizens  for  new  real- 
ities of  the  21st  century  They  are  investing 
in  quality  jobs,  and  taking  the  lead  in  fi- 
nancing and  reforming  education  and 
training  initiatives.  They  are  providing 
new  funds  for  targeted  research  and  de- 
velopment and  for  technology  transfer. 
They  are  supporting  new  programs  for 
physical  infrastructure  and  for  increased 
fiscal  stability  of  communities. 

Governors  are  forming  new  partner- 
ships with  the  private  sector.  In  many 
areas,  these  new  partnerships  have  be- 
come far-reaching  catalysts  for  change, 
providing  forums  for  new  ideas  and  new 
approaches,  for  breaking  down  institu- 
tional barriers  to  action. 

The  Governors  know  that  a  thriving, 
well-educated,  productive,  and  indepen- 
dent citizenry  is  the  best  guarantee  for  a 
strong  future,  and  they  are  committed  to 
protecting  that  future.  They  are  committed 
to  productive  policies  and  to  productive 
people. 

They  are  committed  to  making  America 
work  for  all  of  its  citizens. 
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